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NEW KEYSORT TABULATING PUNCH 


Today’s only machine that 
automatically code-punches 
and tabulates original records 





The new Keysort Tabulating Punch operates on a 
unique principle. It code-punches quantities and 
amounts into the body of your original Keysort 
cards as a by-product of establishing accounting 
controls. This same machine then automatically 
processes these proven records through basic ac- 
counting functions to the preparation of necessary 
management reports. 

The proven speed and flexibility of Keysort for 
classification is now coupled with internal code- 
punching for machine tabulation of original rec- 
ords. This is the Automatic Keysort System... a 
new concept that allows you to proceed in an orderly 
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and profitable manner toward office automation 
along with the growth and expansion of your 
business. 

At a rental of less than $100 a month, this versa- 
tile machine is simple to operate and readily 
adaptable to centralized or decentralized procedures 
in companies of all sizes. In many important areas 
of plant control — job costing; labor distribution; 
inventory; labor, material and production control; 
sales and order analysis. In retail customer billing. 
In service organizations and hospitals — in every 
type of operation requiring fast, accurate data 
processing. 

Call your nearby Royal McBee Data Processing 
Representative to arrange for a demonstration, or 
write Royal McBee Corporation, Data Processing 
Division, Port Chester, N. Y. for illustrated 
brochure S-565. 


- data processing division 
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Each IAS training program is “tailored to fit” 
the needs of the individual. This is accomplished through the IAS 
elective plan embracing 240 comprehensive study assignments, 
covering a wide range of accounting and management subjects. 


The IAS electives currently available 
(with the number of comprehensive 
study assignments indicated) are: 


Basic Auditing (10) 

Public Auditing (20) 
Internal Auditing (20) 

Basic Cost Accounting (10) 
Advanced Cost Accounting (20) 
Corporation Accounting (10) 
Corporation Finance (10) 
Business Statistics (10) 
Management Control (20) 
Economics (10) 

Office Management (20) 
Accounting Law (10) 
Federal Income Tax (10) 
CPA Coaching (20) 


IAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL 









e After general accounting principles have been 
mastered (40 assignments), each IAS Diploma 
Course student selects the 50 elective assignments 
which will be of greatest immediate benefit. 

@ Later, under the famed IAS Life Scholarship 
Privilege granted without charge to graduates of 
the 90-assignment IAS Diploma Course, the addi- 
tional 150 elective assignments are made available, 
one elective at a time. 

@ With such a broad curriculum at his command, 
the LAS student can progress directly to his short- 
term training or job objective, and can then broaden 
his knowledge of accounting and management 
, through study of additional ad- 
vanced electives, as the need arises 


in his business career. 


The school’s 24-page Catalogue A 
is available free upon request. 
Address your card or letter to the 
Secretary, IAS... 


INTERNATIONAL ACCOUNTANTS 


SOCIETY, INCORPORATED 
A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD °* CHICAGO 6, ILLINOIS 
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THE RATE OF RETURN METHOD OF DEPRECIATION 


Editors, THE CONTROLLER: 

Harold Bierman, Jr. in “A Theory of 
Depreciation Consistent with Decision 
Making,” THE CONTROLLER, August 
1958, has proposed an interesting and 
sophisticated method of computing depre- 
ciation charges which he derives primarily 
from Joel Dean’s discounted cash flow 
approach. The problems involved in this 
later method cannot be discussed here al- 
though there would be a significant impact 
on Professor Bierman’s proposal. 

Its principal feature is to relate depre- 
ciation to cash flow (earnings) from the 
investment in depreciable assets. As a re- 
sult, the amount of annual depreciation 
charges would fluctuate with those cash 
flows (earnings). Without doubt, this 


would be a matter of far-reaching im- 
portance; for it would convert deprecia- 
tion from a fixed to a variable cost and 
thus eliminate one of management's big- 
gest headaches. 

Unfortunately, this much desired effect 
is merely an imagination. In fact, adop- 
tion of the proposal would set back the 
development of modern accounting prac- 
tice for determining profits by at least 
half a century. It used to be common in 
the earlier days of accounting to relate de- 
preciation charges to actual earnings as re- 
flected in the rule “no profit—no depre- 
ciation.” Incidentally, this method is still 
widely used in Europe. 

Strenuous efforts over many years were 
required, to replace it with the principle 
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of continuous depreciation which would 
compute it on a basis unrelated to the 
earnings of the enterprise in general or to 
those of the items to be depreciated jn 
particular. 

Professor Bierman states “the problem 
to be solved’’ as follows: ‘‘The optimum 
depreciation procedure should give a rea. 
sonable measure of a period’s income and 
leave the return on investment undis. 
torted.”” There can hardly be any objection 
to the development of a “reasonable meas. 
ure of periodic income” but it is highly 
doubtful whether this can be accomplished 
simultaneously with the requirement of 
“leaving the return on investment undis. 
torted.”’ For this return will be determined 
by the periodic income and, therefore, 
will fluctuate with the income. 

The proposal is to determine deprecia- 
tion charges as a percentage of cash flow 
earnings. But assume that there will be no 
cash earnings in a particular year; does 
this mean that there ought to be no depre- 
ciation charge even if the assets are in full 
operation? Would such a method lead to 
a “reasonable measure’ of periodic in- 
come ? 

This is by no means a purely theoretical 
assumption; it happens quite often that 
there are no profits from a new product 
for a number of years. Of course, such 
method would tend to improve profits. 
But would it be considered a “reasonable 
measure ?”’ 

There is the additional problem as to 
the possibility of measuring expected 
profits and cash flows for individual items 
of equipment without being forced to 
make highly hypothetical allocations of 
joint cost data. Every practitioner is fa- 
miliar with the complexities of this prob- 
lem. 

Certainly, the present methods of de- 
preciation which are based on a time 
measure leave much to be desired. An- 
other method uses numbers of units pro- 
duced or number of hours of operations 
labors under the difficulty of measuring 
those numbers with a reasonable accuracy. 
Still other techniques are related to cut- 
rent replacement values (See: Ernest H. 
Weinwurm, “Depreciation Allowances and 
Production Costs,” THE CONTROLLER, 
November 1954). The time-measure tech- 
nique can furnish acceptable results if the 
“useful life” concept is not restricted to 
technological considerations only but takes 
adequate account of the “economic life” 
as well. (Continued on page 262) 
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BURROUGHS F-2000 BUSINESS COMPUTER 


TS A NEW DIMENSION IN COMPUTER / ACCOUNTING MACHINES WITH: 
DIRECT COMPUTATION - UNLIMITED PROGRAMMING - RELIABLE PRINTED- 
CIRCUIT COMPACTNESS - 252 DIGIT MEMORY - GANG INPUT - RANDOM 
ACCESS STORAGE - PRINTED OUTPUT DIRECT 10 ACCOUNTING RECORDS- 
ALL THESE COMPUTER ADVANTAGES AT AN ACCOUNTING-MACHINE PRICE 





= = Burroughs Corporation Call our nearby branch for full details. 
oo Or write Burroughs Corporation, 
sb “NEW DIMENSIONS /| in electronics and data processing systems” Burroughs Division, Detroit 32, Michigan 
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by Richard N. Allen 


by Frank M. Knox 


IN PROFIT CONTROL 


by Wilbert C. Wehn 





There will be general agreement with 
Professor Bierman when he says that there 
is no cause to assume “that a reasonable 
timetable for depreciation charges cannot 
be computed.” To accomplish this is an im- 
portant goal for those concerned with the 
problems of business measurements. But 
Professor Bierman’s formula must be con- 
sidered inadequate to attain the goal. For 
it is based on a misunderstanding of what 
should be the proper measure for comput- 
ing depreciation. His approach is domi- 
nated by the concept of discounted cash 
flows and return-on-investment as devel- 
oped by Joel Dean. This precludes him 
from an unbiased appraisal of the appli- 
cability of these methods as well as of the 
existing others (See also: Harold Bierman 
and Seymour Smidt, ‘Capital Budgeting 
and the Problem of Reinvesting Cash Pro- 
ceeds,” Journal of Business, October 
1957). 

Professor Bierman himself seems to 
imply at the end of his article that his 
method may be too theoretical to permit 
its general application. He suggests a num- 
ber of more limited ones; but their proper 
evaluation would require a detailed analy- 
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sis of Joel Dean’s methods which is not 
practical in the present context. 


ERNEST WEINWURM 
De Paul University 
Chicago, III. 


BOOKMAKERS 
Editors, THE CONTROLLER: 

We are putting together a dozen or so 
articles that I have written over the last 
five or six years into a little booklet for 
private distribution; in other words, it 
will not be for sale. I would like to in- 
clude several articles from THE CON- 
TROLLER in this booklet. 


ARCH PATTON 
McKinsey & Company, Inc. 
Chicago, Ill. 


Editors, THE CONTROLLER: 

We are currently completing a Read- 
ings in Marketing text for the Southwest- 
ern Publishing Company. This book will 
consist of approximately 80 articles and 
we would like to plan on using the article 
“The Advertising Budget” by Frank P. 
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Robinson from the August 1958 issue of 
THE CONTROLLER and ‘“‘Accurate Fore. 
casting—Simple Tools Make It Easy” by 
Harry Deane Wolfe from the July 1958 
issue. 

These readings are being selected op 
the basis of their permanence and the 
value of their pl iow to the field of 
marketing. 

We would greatly appreciate your per. 
mitting us to use this article in our book 
giving credit to both author and pub. 
lisher. 


S. GEORGE WALTERS, Max D. Snipe 
and Morris L. SWEET, Marketing Faculty 
Department of Economics and Sociology 
Lehigh University 

Bethlehem, Pa. 


Editors, THE CONTROLLER: 

Thank you for sending the articles from 
THE CONTROLLER concerning Return on 
Capital. The article from the July 1958 
issue by John A. Beckett titled ‘The Back- 
ground for Making Effective Capital 
Commitment Decisions” was of particular 
interest. With your permission we will in- 
clude a reprint of this article in our sem- 
inar workbook. 


RAYMOND H. NOEKER 
Administrative Assistant 

Program Planning 

National Association of Accountants 
New York 


PUBLICATION PICK-UP 
Editors, THE CONTROLLER: 

This is a request for special permission 
to digest the article entitled ‘The Adver- 
tising Budget” by Frank P. Robinson 
from your August 1958 issue of THE 
CONTROLLER in a forthcoming issue of 
Management Guide. 


WILLIAM J. SENTER 

Publisher, Management Guide 

The Developmental Research Institute, 
Inc. 

New York 


Editors, THE CONTROLLER: 

We are interested in including a con- 
densation of “Cost Accounting and Com- 
puters” by Maurice S. Newman (May 
1958 issue of THE CONTROLLER) in 4 
future issue of The Automatic Office. Mt. 
Newman’s article ‘‘Planning and Control 
in Machine Accounting Installations 
from the January 1957 issue of THE CON- 
TROLLER appeared in our June 1ssue. 
Thank you for your cooperation in the 
past and your consideration of this re 
quest. 


ROSEMARY DORR 
Associate Editor 

The Automatic O fice 
Detroit, Mich. 
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Effective Budgeting 
Means Controllership in Action 


Glenn A. Welsch 


HE UNPRECEDENTED ECONOMIC DE- 
ae that have taken place in 
the United States are not the result of ac- 
cident, but were made possible by a favor- 
able political climate and an economic 
system that places a premium on ingenuity 
and efficiency. Invention, technological 
improvements, and natural resources con- 
tributed to this remarkable advance; nev- 
ettheless, the chief contributing factor 
surely was the human element involved. 
The industriousness of the American 
worker has been widely recognized ; never- 
theless, in ee these developments 
one cannot but be impressed by the in- 
genuity, ability, and effectiveness of man- 
agement in the panorama of American 
business. Given efficient management, 
ptoblems of capital, business opportuni- 
ties, and manpower generally take on rela- 
tively minor significance in the long run. 

Efficient management, although an in- 
tangible asset, is undoubtedly the most 
important and hard-to-get asset that a firm 
can possess. It is an asset that cannot be 
assayed in terms of dollars and cents, nor 
arrayed in mere dollars upon the financial 
statements. We hear numerous and sundry 
judgments relative to the efficiency of a 
particular management, but the success of 
a management is ultimately reflected in 
the financial statements of the firm and 
the services rendered society in general. 

What is “the management” of which 
we speak? It is not the board of directors, 
nor the chief executive, nor a tight group 
of top executives, nor even a combination 
of all these groups. Rather, the manage- 
ment is the sum total of all individuals in 
the firm having staff and supervisory re- 
sponsibilities—including those on the 
lowest rung of the supervisory ladder. In 
these days of complex and extensive op- 
rations, the composite ability and in- 
genuity of the management in all its di- 
Mensions becomes the key factor in the 


economic progress of the firm. This con- 
cept places a premium, not on one key in- 
dividual or management group, but rather 
upon the entire management team. Each 
component of the Management team has 
definite functions of a managerial nature 
to perform. Failure to properly recognize, 
circumscribe, and evaluate these respective 
functional responsibilities results in basic 
weaknesses in the management structure. 
This is another situation where the chain 
is no stronger than its weakest link. Mod- 
ern management is becoming increasingly 
aware of the importance of participation 
by all levels of management in such basic 
management functions as planning and 
control; the emphasis becomes team-cen- 
tered rather than individual-centered. 

These concepts place a_ particularly 
heavy responsibility on top management 
to establish a favorable frame of reference 
for the building of an able team, and the 
smooth functioning of that team. A firm 
foundation of sound human relations re- 
lating to all levels of management is be- 
ing recognized as an important factor in 
successful management. 








How and why budgeting must be based 
on competence, research, education 
and management planning and control 


THE CONTROLLER FUNCTION 
IN MANAGEMENT 

In this frame of reference we find the 
controllership function. Although of rela- 
tively recent origin, the controllership 
function has rapidly become a vital seg- 
ment of management. In a particular firm 
the vitality of the controllership function 
is directly related to the ability and view- 
point of the controller. 

What do we mean by viewpoint? In 
some firms the controllership function ap- 
pears to be centered almost exclusively 
around the compilation and reporting of 
the financial history of the firm. This is an 
important and essential aspect and one 
that is efficiently accomplished by and 
large, but standing alone it falls far short 
of the modern viewpoint of controller- 
ship. Another essential aspect of control- 
lership concerns reporting to governmental 
agencies including the problems of tax 
planning and reporting. Again we note an 
especially important and essential func- 
tion of controllership. In this particular 
area there is a heavy reliance upon the 
outside independent CPA. Similarly, if 





GLENN A. WELSCH, professor of Accounting at the Uni- 
versity of Texas, received his Ph.D. in Business Adminis- 
tration from the University of Texas in 1936. Since then 
he has had continuous contact with the accounting pro- 
fession, both public and private. Since 1948 he has spent 
considerable time with industry on research and special 
assignments in the fields of accounting and budgeting. He 
has, since 1952, served as a consultant on financial plan- 
ning and control in addition to his teaching duties and 
the writing of numerous articles and books on this subject. 








THE CONTROLLER....... eS = 


see eee eevee e eee eee eee 


JUNE 1959 





265 








we stop here, we have a limited concep- 
tion of modern controllership. 

Controllership in action is balanced 
only when we adopt a “management 
viewpoint” in the fullest sense; that is, 
when the controller becomes first of all a 
businessman—a manager, and only sec- 
ondarily an accountant. For the controller 
the management viewpoint necessarily ex- 
tends far beyond the mere furnishing of 
reports to meet the internal needs of man- 
agement. One who aspires to real control- 
lership cannot literally hide behind a con- 
tinuing series of neat figures arranged in 
columns and rows. The management view- 
point in controllership implies a direct 
participation in the process of manage- 
ment itself, and more specifically in the 
planning and controlling processes. 

Now the $64 question is: How does 
the controller come by the all-important 
management viewpoint and how should 
he participate in the processes of manage- 
ment planning and control? 

As to viewpoint, we must admit that 
this is not something that suddenly dawns 
upon an individual—even a newly ap- 
pointed controller. An understanding of 
the human element would lead us to the 
conclusion that viewpoints start develop- 
ing at a relatively early age and are con- 
tinuously shaped, for better or for worse, 
through education and experience. Surely 
the concepts presented to the college stu- 
dent, who encounters a serious study of 
business for the first time, are important. 
Similarly, experiences and training while 
on the job are of utmost importance. The 
management viewpoint is not easy to 
acquire for those individuals who have re- 
ceived narrow, although highly special- 
ized, training in accounting and have 
spent years performing specialized ac- 
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“You're lucky—he’s a hard man to see 


counting duties. Nevertheless, the control- 
ler or accountant who is able to widen his 
perspective through study and experience 
can capitalize on his technical training and 
experience, for it so happens that the most 
fundamental functions of management— 
planning and controlling—must rest sol- 
idly upon that commodity with which the 
accountant deals—the financial aspect of 
operations. 

As to participation in the management 
process, the controller with a broad man- 
agement viewpoint, may readily earn his 
place as a strategic member of the top 
management team by tying securely to the 
planning and control functions. This he 
may do effectively, conclusively, and in 
the broad sense, through a program of 
comprehensive budgeting. A bookkeeping 
approach to budgeting will not turn the 
trick; there is much more to budgeting 
than the mere arraying, in an accounting 
format, of guess-estimated figures devel- 
oped by one or more members of the staff. 


THE PLANNING PROCESS 

Let’s take a broad look at the subjects 
of planning, controlling, and budgeting 
in order to circumscribe the management 
viewpoint in general terms and to analyze 
how comprehensive budgeting might mean 
controllership in action. 

We are not concerned with the me- 
chanics of budgeting, which, incidentally, 
are relatively simple in themselves. With 
respect to the mechanics we may note 
briefly that there is relatively little that is, 
or even should be, standard about them. 
Each firm should develop, alter, and adopt 
budgetary mechanics that are appropriate 
to the characteristics, problems, and needs 
of the particular firm. The individual busi- 
ness unit is too dynamic—too unique—to 
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make it possible to literally transplant in. 
tact a set of budgetary mechanics or a sys- 
tem from another firm or industry; an jp. 
dividual tailoring to the particular firm js 
required. 

Today we are concerned with some of 
the more fundamental concepts of budget. 
ing which are related to such matters as 
planning, controlling, sound human rela. 
tions, participation, communication, and 
orderly growth of the enterprise. 

Business efficiency results from maxi. 
mization in the utilization of capital, facil. 
ities, materials, and human resources. The 
principal task of management is to judi- 
ciously and economically allocate these te. 
sources both in the short run and in the 
long run. Judicious and economic alloca. 
tion imposes on management a heavy te- 
sponsibility to carefully formulate plans 
and objectives for the business after ap. 
propriate consideration of all reasonable 
alternatives; and to identify the principal 
problems involved. A sound course of ac- 
tion, consistent with the existing and ex- 
pected conditions, must be developed by 
management to achieve the desired objec. 
tives. This is the essence of the planning 
process. 

Plans and objectives consistent with this 
broad responsibility cannot be developed 
through incomplete or hazy thinking, nor 
entrusted to the fallible memory of one or 
more members of management. Incom- 
plete thinking and reliance on memory 
frequently give rise to internal misunder- 
standings and conflicts. Plans and objec- 
tives, whether long-run or short-run; 
whether broad or detailed; whether tenta- 
tive or fully committed, should be both 
formalized and evaluated in dollars and 
cents. Management failure to commit it- 
self in advance to formalization and pre- 
cise economic evaluation of plans and ob- 
jectives is perhaps the cause of more loose 
thinking, misunderstanding, and unwise 
decisions than any other one factor. 

Fundamentally, budgeting represents a 
coordinated system providing for formal- 
ization of the Management processes of 
planning and control. The budgetary proc- 
ess thus can be viewed as an integral part 
of the management process. Whether a 
formal budget is developed or not, man- 
agement must engage in forward plan- 
ning and must develop some system of 
control. The more complex, and_ the 
greater the scope of operations, the mort 
important a coordinated system becomes. 
A sound budgetary system establishes the 
framework for tying together in a coor 
dinated way all the interrelated aspects of 
planning and control in the organization. 

Many managements have recognized 
communication as a central problem. Com- 
munication is essential to motivation, €x- 
ecution, and control. We have noted that 
formalization of plans and objectives leads 
to better plans; the next step involves 
communication of those plans and objec 
tives to appropriate individuals through- 
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me of | grated into a coordinated program. The to the question posed below are solicited. Responses will 
udget- | Central plan should be supported by de- be kept anonymous and in a subsequent issue we plan to 
ters as | tailed supplementary plans for all ac- blish f th lies. Add sian nevis 
ntela- | tivities, This procedure insures that all publish a summary of the replies. ress letters to the 
1, and components of the firm will be working Editor, THE CONTROLLER Two Park Avenue, New York 16 
: together in a coordinated manner and with 
ye aunity of effort. Editors, THE CONTROLLER: 
Budgeting provides the most effective asta anil ae ; 
s. The method yet devised for placing both long- A situation worthy oO carefu consic eration by corporate con- 
) judi- ange and short-range management plan- trollers is developing in companies which have invested funds 
ese re. ‘ag on a sound, coordinated, and con- in growth stocks with particular emphasis on equities in growth 
in the . al hasis The planning budget more companies. This would include funds such as insurance, pension, 
alloca- i ropriately referred to by many firms and others of a similar character. = ; 
Vy te- Tioly as the plan of operations, repre- _ Under present accounting rules only the dividend income is 
plans sents the formalized expression of the included in earnings, or the operating income in the case where 
ef ap- Jans and policies of the management for a company is recording the equity in the earnings of a subsidiary 
onable | 4 definite period in the future. Allocation that has a substantial on portfolio. ae 
ncipal of capital, facilities, material, and man- The question is this: Where there is a policy of investing in 
of ac- “i functions and timing, are growth situations—with the sacrifice in income that goes with 
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t-run, production, costs, and cash. Significantly, 
tenta: 1} these detailed subbudgets are related to * * * * © © * * © 8 oS Me BE OS Oe eee 
both organizational responsibilities and are usu- 5 oe 
s and ally detailed by month in the original cal in nature—a high degree of participa- ity. However, the controller should be re- 
nit it- budget. . tion is conducive to high morale and _ sponsible for bringing these plans and es- 
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OO Fd tn people, and executed by and operated budgetary system provides He does not “build” the budget.. 
loose people. Management must achieve the ob- the opportunity for full participation in Now we might logically inquire: 
WIS? 1 jectives through the coordinated and con- the planning process. Haven't we relegated the controller to 
cetted efforts of people. Therefore, in On this point let’s come back to the clerical detail with respect to management 
nits 4 management planning, and in develop- central theme—controllership in action. planning? On the contrary we have estab- 
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plan- jectives since the knowledge and judg- point where the controller’s department provides staff assistance of both a techni- 
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2s the higher levels of management should im- staff assistance to other executives having position to provide the technical advice, 
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ation. | in planning enlists the support of all nishing historical accounting-based data alternatives—most of which turn on the 
nized | members of management, gains acceptance essential to sound planning. The control- financial results that might be expected. In 
Com- | of objectives and standards, enhances [er does not —— the policies, plans, addition, through the responsibility of 
1, & | communication, and imparts a sense of be- objectives, and standards for the firm, ex- bringing together all the independently 
1 that longing. Aside from these benefits. the °¢Pt in his own functional area. We have developed plans and estimates into the co- 
leads J teal values of participation are ps chologi. !teady indicated that the development of _ordinated plan of operations or planning 
a a m 8 plans and objectives is a line responsibil- (Continued on page 302) 
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Mark-Sense Cards 


for Labor and Material Distribution 


Kermit M. Pennington 


HE PETROLEUM INDUSTRY has reached a high degree of mech- 

anization and economic progress, probably more so than any 
other industry. This has been made possible by a highly devel- 
oped accounting system which provides management with a 
constant flow of economic data. The accounting departments of 
the oil companies are outstanding in their use of mechanics and 
electronics and their application to mechanization and automa- 
tion of accounting systems. 


ACCOUNTING ENGINEERING 


Basically, the accounting function is a measurement and com- 
munication of economic data. Today the field of accounting, both 
public and private, has expanded to include what might be 
termed ‘‘accounting engineering.” In this era of inflation, greater 
and greater demands are being made upon the accounting per- 
sonnel of businesses and the public accountants to furnish more 
detailed financial data to management and third parties, and to 
analyze and recommend ways of reducing costs and improving 
net profits. 

With the demands being made on accounting personnel, it has 
become necessary for them to employ mechanical and electronic 








KERMIT M. PENNINGTON, control- 
ler of Leonard Refineries, Inc., Alma, 
Michigan, graduated from University 
of Illinois with a B.S. degree in In- 
dustrial Administration in 1936 and 
did graduate work in Accounting, 
1937. He is a CPA (Illinois, Missouri, 
and Michigan). His career includes 
affiliation with Lybrand, Ross Bros. & 
Montgomery as public accountant, 
senior accountant, and assistant man- 
ager in their Philadelphia, Pa., and 
St. Louis, Mo., offices; service in the U.S. Marine Corps Reserve, 
Quartermaster and Inspector General Departments, with rank of 
major; cost accountant, Western Cartridge Company (Olin Ma- 
thieson Chemical Co.), East Alton, Ill.; and lecturing on Account- 
ing at Washington University, St. Louis, Mo. He is a member of 
Controllers Institute (now serving on the State and Local Taxa- 
tion Committee, Region IV, Western Michigan Control); of AICPA; 
of American Petroleum Institute; of the Systems and Procedures 
Association of America; of the Michigan Association of CPAs; and 
of the Missouri Society of CPAs in which organization he held 
the presidency of the St. Louis Chapter for the 1954-1955 term. 
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How the original record is used 
for complete machine processing 
of data without further hand work 


methods for processing the increased volume of work in order 
to obtain more current reports and more pertinent information 
for management on the operations of the business and also for 
forecasting. Forecasting with a higher degree of accuracy has 
been made possible through the use of electronic computers 
where more analytical and statistical analyses may be considered, 

I have applied this term, accounting engineering, to include 
the use of all the new equipment and methods employed by ac- 
countants in today’s present-day economy. Some of these are IDP 
(integrated data processing), EDP (electronic data processing), 
OR (operations research) and WS (work simplification). In the 
case of IDP, certain facets of this procedure have been practiced 
for years without the glorified title; for example, the simple use 
of carbon paper to prepare two or more forms. Do not misun- 
derstand me, I am one hundred per cent for progress in account- 
ing procedures. The point I wish to make is that in the mech- 
anization of today’s business office, the fastest method to get the 
desired result is generally the best, whether it be by paper and 
pencil or by a million dollar electronic computer. 


AN ENCOMPASSING SYSTEM 


For the size of our company, I feel we have as complete a 
punched-card accounting system encompassing all our account: 
ing records and procedures as is feasible at this time. Our first 
IBM installation was made in June 1949 for handling billing. 
This was expanded to include analysis of sales and later receiv- 
ables, payrolls and voucher distribution. Three years ago, with 
an approximate 200 per cent increase in the size of our company, 
we began a rapid expansion of our tabulating section. 

Today our applications include cash receipts and disburse- 
ments, check writing, bank reconciliations, accounts receivable, 
aging of receivables, billing, sales journal and analysis, gasoline 
tax report data, voucher register and distribution, Fay. 
crude run tickets in purchase of crude oil from producers and 
payment of interest holders, payrolls and payroll taxes, annual 
pension plan reports, warehouse inventories and issues, general 
ledger, and detail expense reports. Some of these applications 
were tested in parallel operations with the former method as we 
did in examining the general ledger for one year. We are able to 
furnish a duplicate copy of the general ledger to the auditors 
for their convenience. 

Some of our nonaccounting applications include salesmens 
call reports, membership records for a sales promotion organ- 
ization, sales promotion programs, record of stockholders, tank 
wagon price history records, customer mailing lists, and mark- 
sense recording of time for machine utilization studies. At the 
present time we are working on procedures for handling out 
daily inventories and yields; also property, plant and equipment, 
depreciation calculations, and reserve for depreciation records. 

Many of our accounting procedures can be improved and 
completed in less time by means of greater mechanization and 
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CONTROLLERS 


AND 


TREASURERS... 


Avis will absorb the cost of one of 


your biggest travel headaches with 
its exclusive Corporate Travel Plan 


@ We’ve installed modern Univac computers to 
keep a record of all car and truck rental costs 
incurred by all your people... working out of 
any number of offices from coast to coast, in the 
United States or Canada. It’s doneat ourexpense! 


@ We'll provide you with full accounting control 
—with monthly invoices telling who spent what 
... Where...and when. And we’ll send the re- 
ports to the correct paying office (or offices) you 
designate. 

gw We'll eliminate the cost of processing many 
bills and vouchers, reduce your accounts payable 
and simplify bill-paying. Each paying office 





Nation-wide fleets of new cars 





It takes just a minute to get this headache remedy working for you. Just have your secretary clip the coupon. 


RENT-2-CAR 


— featuring 1959 Fords! 


handles all charges with one monthly check. 

gw We will substantially reduce your car rental 

expenses with important on-the-spot savings 

plus volume savings based on total company use 

... Whether you travel 10 men or 10,000. 

@ The exclusive Avis Corporate Travel Plan can 

be set up for you quickly, simply and at no cost. 

No advance payments...no minimum charge 

... no “exclusive use” clause. 

mw No matter where your people travel—locally 
. nationally ... or anywhere in the world— 

there’san Avis office ready toserve them promptly 

and courteously. More than 1300 offices. 


18 Irvington St., Boston 16, Mass. 


NAME 







AVIS RENT-a-CAR SYSTEM (Dept. 59) 


Please send me complete information on the 
Avis Corporate Travel Plan. No obligation. 





COMPANY. 





ADDRESS. 








CITY ZONE. STATE 
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EXHIBIT I-ACCOUNT CODE NUMBER 





















GROUP PRIMARY ACCOUNTS ORGANIZATION 
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EXHIBIT II—ATTENDANCE CARD au 
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EXHIBIT IV—EARNINGS CARD 
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automation which will represent dollar savings in clerical labor. 
One of the most lucrative areas for saving time and dollars is a 
system whereby the record made at the time the transaction takes 
place is used for the complete processing of the data without 
further hand work. The systems which I am going to describe, 
using mark-sense cards for payroll and material distribution, fall 
in this classification. 


ACCOUNT CODE NUMBERING SYSTEM 


In order that you may have a better understanding of our 
labor and material distribution procedures, let me give you an 
outline of our account code numbering system. (Exhibit 1). 

The account number consists of twelve digits of six fields de- 
scribed as follows: 


A. The primary accounts represent the condensed Operations and 
statements. 


1. Field number 1 is the major account consisting of two dig- 
its indicating the principal financial statement accounts. Ex- 
ample: Cash, accounts receivable, sales, refining expenses, etc. 

2. Field number 2 is the minor account consisting of three 
digits indicating subdivision of a major account. Example: Op- 
erating labor, vacation pay, depreciation, real estate and personal 
property taxes, etc. 


B. Certain transactions are further broken down as to organiza- 
tion, unit, etc. 


1. Field number 3 of one digit indicates the department of 
the company organization. Example: Refining, marketing, ad- 
ministrative, etc. 

2. Field number 4 of one digit indicates the division of the 
department. Example: Each plant in the refining department. 

3. Field number 5 of two digits indicates a subordinate or- 
ganizational unit or cost center in a division. Example: Crude 
unit, FCC unit, steam system, etc., within each plant designated 
as a division. 

4. Field number 6 of three digits is used where a further 
breakdown of the operations within a unit or cost center is re- 
quired. Example: Individual pieces of equipment (vehicles), 
leases in connection with production and gathering. 


At the time of installing this accounting system, meetings 
were held with all office personnel and plant people down to and 
including the foremen, to explain the system and what eco- 
nomic data would be made available. Following its installation, a 
series of more detailed explanatory meetings was held. It was 
through these meetings we introduced mark-sensing to our 


people, which gave them the opportunity to become acquainted 
with this method of recording and reporting original data. 


MARK-SENSING 

We operate three refineries within a radius of 20 miles. Two 
of them are union and the other, which is the larger and the 
original Leonard refinery plant, is nonunion. All hourly per- 
sonnel are paid biweekly. The union and nonunion payrolls end 
on different weeks. Our subsidiary companies follow the same 
general accounting procedures as the parent company. 

After the mark-sensed labor distribution system was designed, 
and preparatory to its installation, a meeting was held with the 
refining personnel and plant foremen to explain the system and 
what would be required of each person. 

The system requires the use of three cards—attendance or 
clock card, iabor distribution card and payroll work card. The 
first two of these are gang-punched from a master name card 
with employe’s number and name, and end printed with employe’s 
number before they are sent out to the plant to be placed in the 
time clock racks. The employe’s number and name are inter- 
preted on the upper line of the card. The attendance cards (Ex- 
hibit II) are used in the clock card racks in the usual manner. A 
separate rack is used for the labor distribution cards (Exhibit 
Ill). About 25 cards for each employe are placed in the pocket 
of this rack, corresponding to the pocket where his attendance 
card is kept. All card racks are kept by the time clock and next 
to this is a counter with a supply of mark-sensing pencils where 
the employes make out their distribution cards and drop them in 
a box. 

When the employe rings out, he takes from the labor distribu- 
tion card rack as many of his cards as jobs he worked on for that 
day. He takes them over to the counter and mark-senses them 
with the following information: 


1. Department and division 
2. Date—month and day 
3. Account number—minor expense account and unit number 
or 
Work order number—a five-digit number 
4. Shift code 
5. Hours worked on this job in hours and tenths. 


The card and system were designed with the minimum amount 
of data for the employe to check, making it as simple as pos- 
sible. He then drops the cards in the box. Each morning the 
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EXHIBIT V—LABOR DISTRIBUTION FLOW 
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foremen check the cards for their employes, approve them and 
send them to the payroll section of the accounting division. At 
the end of each week the attendance cards are also sent to the 
payroll section. (Follow flow chart Exhibit V.) 

The marking of the mark-sense distribution cards is checked 
for completeness prior to the time they are processed through 
the 519 document-originating machine. In processing the cards, 
the marked positions for department, division, date, distribution 
(account number), shift and hours are converted to punched 
holes. The cards are sorted on column 36 as to charges to work 
orders and expense accounts. Major account 18 is used as q 
clearing or construction in process account for all work orders, 
The expense account cards are sorted by department on column 
39, as a separate major account is assigned for the expenses of 
each department. Each group is processed through the 519 to 
gang-punch the year (column 33) and the balance of the distri. 
bution code, major account (columns 34-35). Any offset cards 
are removed, the reason determined, and corrections are made. 
Time lost for holidays, sick leave, vacations and funerals are al] 
charged to separate minor accounts. 

Each group is now sorted to order by date and employe num- 
ber. Next, a weekly listing is printed of distribution cards by 
employe showing date, shift, employe number, hours and distri. 
bution number. This report is used by the foremen and the pay- 
roll section to spot any errors in distribution and to check the 
attendance cards. Distance and communications are not a prob- 
lem in our operations but, if they were, this report would be 
mailed to the plant, and they would teletype back any corrections. 

The attendance cards are received from the plant by the pay- 
roll section. They determine and record the regular and over. 
time hours worked in hours and tenths of hours. The cards are 
next sorted by employe number. The hours on the attendance 
cards are checked with the hours shown on the listing, which 
was prepared from the distribution cards. The hours worked in 
excess of 40 hours per week, or eight hours a day, whichever is 
the greater, is determined for each employe, and the overtime is 
recorded on the list. The total overtime hours for each employe 
are mark-sensed on a distribution card along with his number and 
work order or account number to be charged. The regular and 
overtime hours are now mark-sensed on the attendance cards. 

The overtime distribution cards are processed through the 519 
in the same manner as the regular distribution cards, with the 
exception that an X punch is entered in column 51 for future 
identification. The attendance cards are processed on the 519 
converting the marked positions to punched holes. (Regular 
hours in columns 52-55, overtime hours in columns 56-58, X in 
59 for identification. ) 

All distribution cards are now sorted by employe number and 
shift. They are merged with the master rate cards on employe 
number and shift number. The reason for any distribution cards 
not being matched with the rate cards is determined, corrected 
and the cards returned to the matched deck. The rate is gang- 
punched into the distribution cards from the master card, which 
is then sorted out (on X-73) and returned to file. The gross pay 
is now calculated and punched into the distribution cards on the 
604 calculator. 

We now return to the attendance cards sorting them to order 
by employe number and merging the distribution cards with 
them. The attendance and distribution cards are zero balanced 
and any errors corrected. The cards are sorted (on X-59) sep- 
arating the attendance cards, which are filed, and the distribu- 
tion cards, which are held for use when the second week has 
been completed. 

The same procedure described thus far is followed for the 
second week of the pay period. 

The first and second week distribution cards are sorted to 
employe number. The gross earnings report is printed showing 
employe number, rate, regular and overtime hours, and gross 
earnings. At the same time, a summary or earnings card (Ex- 
hibit IV) is produced for each employe showing employe nut 
ber, regular and overtime hours, overtime amount, and gross 




































em and 
10n. At 
t to the 


checked 
through 
€ cards, 
tribution 
unched 
0 work 
d as a 
Orders, 
column 
nses of 
519 to 
> distri- 
t cards 
- made, 
are all 


e num- 
rds by 
- distri- 
1€ pay- 
nif 
. prob- 
uld be 
ections, 
Ne pay: 
| over- 
rds are 
ndance 
which 
ked in 
ever 1s 
HMe is 
nploye 
er and 
ur and 
s. 

1e 519 
th the 
future 
e 519 
egular 
X in 


rand 
iploye 
fe 
rected 
gang: 
which 
3S pay 
yn the 


order 
with 
anced 
sep- 
tribu- 
< has 


r the 


d to 
wing 
gr0ss 
(Ex- 
num- 
gross 














STYMIED .. .« in your effort to get quality printing on a 
tight budget? For printing that suits you to a ‘tee’, call Pandick Press. 


endlich Jess, bao. ff. cine revsncviersn 


" 701 SAN JACINTO BLDG.,. HOUSTON CAPITOL 5-3972 
——{— LEADERS IN FINANCIAL PRINTING SINCE 1923 











EXHIBIT VI-HOURLY PAYROLL FLOW CHART 
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earnings. This earnings card is further processed for use in cal- 
culating the deductions, printing payroll register, earnings state- 
ment and check, bank reconciliation, quarterly summaries, and 
any other records pertaining to the payroll (Exhibit V1). 

All of the daily distribution cards from the two or three pay 
periods for the month are sorted by account number. The dis- 
tribution cards are summarized and the report printed showing 
only one entry for each account number and the total amount to 
be charged. At the same time, a summary card is prepared on 
the 519, which is used for the journal entry to the general 


ledger. 


WAREHOUSE APPLICATIONS 

The organization chart of our company places the supervision 
of the warehouses under the purchasing division which, in turn, 
is under the supply and transportation department. We have 
three warehouses, one located at each plant and, in addition, two 
of the subsidiaries each have one. There is a limited amount of 
transferring materials between warehouses, except in cases of 
emergency. We have centralized purchasing for all operations, 
with centralized warehouse inventory records on punched cards. 

The installation of a system involving the use of mark-sense 
cards for warehouse issues was much simpler than the labor 
distribution application. Once the system was designed and all 
procedures prepared the education program was practically auto- 
matic. This was true for two reasons: First, the labor distribution 
application had been in operation for several months and the 
employes were acquainted with the system and how to mark the 
cards; secondly, we had fewer people to train and instruct as to 
how the system would operate. 

One of the first problems, in working out a mark-sense system 
for material distribution, is to determine how you are going to 
cost out issues. There is also the question of what value to place 
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on new material as it is received and reconditioned material that 
is returned to stock. After studying various possibilities, we de. 
cided to adopt a standard cost system for all material carried in 
the warehouse. All variations between actual and standard cog 
are charged or credited to a warehouse inventory variation ex. 
pense account. All items reconditioned and returned to inventory 
are charged in at the standard cost and credited to the salvage 
division. Any parts used by the salvage division in recondition. 
ing items are charged to them at standard. When the difference 
between the actual and standard cost exceeds ten per cent, the 
standard is changed and the inventory valuation is adjusted to 
reflect the new standard with the contra entry to the variation 
expense account. If conditions warrant, the standard may be 
changed before the difference reaches ten per cent. 

The warehouse stock number which we use is a six-digit num. 
ber, the first two digits indicating the class and the last four the 
item number. 

When material is issued from the warehouse, an issue card 
(Exhibit VII) is made out by the warehouseman showing the 
stock number, work order or account number, quantity delivered, 
issued by and description. He also mark-senses the day, stock 
number, work order or account number, warehouse number, de. 
partment, division, and quantity delivered. The use of the work 
order or account number follows the same procedure for ware. 
house issues as in labor distribution (Follow flow chart Exhibit 
VIII). The issue cards are processed through the 519 document- 
originating machine, converting the marked positions to punched 
holes. The issue cards are sorted between those to be charged to 
work orders and expense accounts, by sorting on the first digit 
of the work order or account number (in column 36). All work- 
order numbers begin with a 9. The issue cards to be charged to 
work orders are preceded with a card punched ‘‘18” in col- 
umns 34 and 35 to complete the account number; an X in col- 
umn 58 for identification; and the year in column 71 completes 
the date. The issue cards to be charged to expense accounts are 
sorted by department (on column 39) as a separate major ac- 
count is assigned for the expenses of each department. These 
are further processed through the 519, with each group being 
preceded with a card punched with the appropriate major ac- 
count number in columns 34 and 35, the identification X in 
column 58 and the year in column 71. 

Cards for receiving reports, interplant transfers, and material 
returned tickets are key-punched from the source documents. 
The same data are entered into these cards as for the issue cards. 
In the case of interplant transfers one card is prepared to re- 
lieve the inventory of the warehouse transferring the material 
with an X punched in column 61 for identification, and a second 
identical to the first except for an X in column 59 is prepared 
for the warehouse receiving the material. Two cards are pre- 
pared from material returned tickets; one is the same as an issue 
card except that it has an X in column 60; the second is the 
same as an issue card except for the account code and an X in 
cclumn 59. All key-punching is verified. 

All the various cards used for issues, receipts and transfers 
are as follows: 


Issues—X in column 58 
Receiving reporis—no X 
Interplant transfers: 
Issuing plant—X in column 61 
Receiving plant—X in column 59 
Material returned tickets: 
Credit to work order—X in column 60 
Return to warehouse—X in column 59. 


All cards which do not affect warehouse balances (X in col- 
umn 60) are sorted out and held. The remaining cards ate 
sorted to order by warehouse location and stock number. These 
cards are then merged with the inventory balance cards, and any 
of the latter which are unmatched with transaction cards are 
held. A transaction register is printed showing stock number, 
receipts, issues, warehouse number, balance, minimum and ovet 
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EXHIBIT VII—MATERIAL ISSUE CARD 

















/1300021 000432000 189125134 6 - tines oodeseco | 
NUMBER | DATE | WAREHOUSE STOCK lwuse| WORK ORDER MARK QUANTITY 
| MONTH | pay |cLiass | NUMBER | NO. accBigt PSR Oger DEPTFaIYFRES HERE 









































DESCRIPTION 





| 3 Wanders Sande. 
fr Teed. 


ism 4 29156 




















| __STOCK NUMBER 07°C 0A 0 07 0 es MAP <1 0707077072070 04-02-02c0> 
ane 13-0002 TT oil } zs | | | 
err eel 19.12 129¢12>¢1 Ae 1 >t 1131 H13¢12c1> 
i | "WORK ORDER NO e i bal a z 
1 292 62296296296 229627 2M 296 27 2 8 29 2 Me 2 2929829 = 
9° — | | | | “ 
4 7 (a3 39639637374 37088 37639 3737463713739 37 MC IACI AE 3463939378 
i QUANTITY DEL'D i ae | I - s = 
2 ra c4>c4 | 424 | at A a a ac et Ae ho rd al ar 
“ | | | « 
- SPC 7CHPCHACH7CH7E59 657575757 $9C$7C57C57c 5S $7C 59570 
3 ISSUED BY : 
= 
= 
BY 


6 DeBACEACBACEACAC EPC HACHACEACKAC Ach AcHACHACHACEACEA ICIP 
eel )ele)cl4ecePell-e cl 

BBA BACB BACEACBACBAC HAC BACEAC BAC HACBACHACEALEAS 
a ee 


| | | 
[19 20 21 22 23 24125 26 27 28 29 30}:1 32 33 34 35 36137 38 39 40 41 42 43 44 45 46 47 49/49 SO 51/52 52 54 55 56 57 58 59 GO GI G2 63 64 65 66/67 68 G9P70 71 72473 74 75 76 77 78 79 80 


ui 


l 


12¢12¢1c14 14121212 


8c 88> 














or under minimum. Simultaneously on the 519, the transactions 
are summarized and a new balance card is prepared for each 
stock number on the report. The new balance cards are merged 
with the unmatched balance cards and returned to the file for 
the next report. The transaction report is sent to the purchasing 
department. This report is prepared weekly. 

The old balance cards are sorted out from the transaction 
cards (on X in column 80) and sold for scrap. The remaining 
transaction cards are sorted (on column 7) by warehouse loca- 
tion. The X-60 cards, credits to work orders, are inserted in 
proper order by stock number and warehouse location. This may 
be ioe manually or on the collator depending on the volume. 

The transaction cards for each warehouse are merged with 
their respective price masters. Any unmatched price masters are 
returned to the file. The purchasing department is contacted for 
information for preparing a price master for any unmatched 
transaction cards. The new price masters and matching transac- 
tion cards are placed in proper sequence in the respective decks. 
The calculation of quantity times price is made on the 604 cal- 
culator. The price masters are sorted out (on X-73), merged 
with the unmatched price masters and returned to the file for 
further use. The transaction cards are filed for month end re- 
ports. 

All transaction cards for the month after being processed as 
described thus far are now sorted as to type of transaction, ac- 
count and/or warehouse as follows: 


Issue cards X-58 by work order number or expense account 
and warehouse 

Return and transfer-in cards X-59 by warehouse 

Transfer-out cards X-61 by warehouse 

Receipt cards by warehouse 

Credit to work orders X-60 by work order number or expense 
account. 


From the transaction cards the material distribution report is 
prepared for the month as well as the entries to the warehouse 
inventory accounts for receipts and issues. The issue cards X-58 
and credit to work order cards X-60 are listed by work order by 
warehouse, showing the work order or expense account number, 
stock number and dollar amount, obtaining a total by work order 
Or expense account number. The return and transfer-in cards 
X-59, transfer cards X-61 and receipt cards are tabbed by ware- 
house and totals printed. These totals with the totals of the 
material distribution report make up the entries to the ware- 
house inventory accounts. The issue cards are returned to the 
fle for use at the end of the quarter in preparing a material- 
usage report by warehouse by stock number, after which these 
cards are sold for scrap. The remaining cards are filed tempo- 


rarily until the accounting division has checked the inventory 
variance account after which these cards are sold for scrap. 

At the end of each month, a stock-status report is prepared 
listing all balance cards in the file. This report gives the stock 
number, balance by warehouse and minimum by warehouse. 

After our mark-sense material distribution and punched-card 
accounting was in operation for warehouse inventories, we in- 
stalled cycle counting (See Exhibits 1X and X on page 276). This 
is done primarily by classes of material. The procedure employs 
the use of a prenumbered perforated 80-column card, part of 


EXHIBIT VIII—MATERIAL DISTRIBUTION FLOW CHART 
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EXHIBIT IX—CYCLE INVENTORY CARD 
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which is torn off as a tag to leave with the material and the re- ceipt and issue cards. A transaction register is prepared, the in- 
mainder (card) becoming the inventory record which is sent to ventory balance cards are adjusted, and all adjustment cards 
the office. The tag and card have the same number. From the are tabbed at the end of the month for the dollar adjustment to 
master files a set of inventory cards is prepared for each class of _ the warehouse inventory accounts. 

material when it is to be inventoried. The stock number is 

printed on the tag and end printed on the card. The description 4 HIGHER DEGREE OF 

is also printed on the card. Cards are key-punched for any in- ACCURACY AND EFFICIENCY 


ventory overages and shortages and processed the same as re- I stated earlier, the fastest method to get the desired result is 


generally the best, whether it be by paper and pencil or by a 
EXHIBIT X—WAREHOUSE INVENTORY ADJUSTMENTS million dollar computer. We found this principle to apply in 
FLOW CHART these procedures with the preparation of the original document 
at the time the transaction took place. Also, the original doc- 
ments were in such form that they could be processed by ma- 
chine without further hand work. Both procedures have proved 
very successful in our operation, saving time and dollars. It is 
impossible to quote an exact or estimated dollar savings as cer- 
tain of our basic procedures were started at the time of the ex- 
pansion of the company. We have achieved a much higher de- 
gree of accuracy in our labor and material distribution by the 
use of mark-sense cards. This has also been true in our other ap- 
plications as well as having a much more efficient accounting 
operation. The problem of payroll and material distribution 1s 
common to practically all companies. While the procedures 
©) which I have described apply to our company, the basic princi- 
7 ples are the same and with some modification of these pro- 
cedures, I believe their use and mark-sensing could prove help- 
ful to many companies. 

About two years ago, we made a comprehensive study of the 
use of single tank increment factors in processing crude run 
tickets. After four months of a dual procedure operation, we 
were convinced the single increment factor system would work. 
We discussed the proposed change with many of the producers, 
who accepted the idea as progress in the field of accounting in 
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077 Price | the petroleum industry. The system has now been in operation 
wid for over 18 months and has proven very successful, and a means 
of saving time and work. The same principle may be applied to 
604 daily tank gaugings. 


It is my opinion that research in methods of preparing orig: 

inal documents that can be machine or electronically processed 

083 077) (a) will prove very beneficial. We are studying methods for the 

preparation of original documents for daily tank gaugings, crude 

run tickets, loading rack tickets, and credit sales tickets. There 

407 is a large volume of transactions and work involved in each of 

these fields. An original source document which could be me- 

chanically or electronically processed in these fields would be 4 

revolutionary step in the accounting systems for the petroleum 
industry. 
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Roger A. Yoder 
Elected President 
of Controllers Institute 


OGER A. YODER, vice president of De- 
R troit Steel Corporation, Detroit, Mich- 
igan, was unanimously elected president 
of Controllers Institute of America for 
1959-1960, effective September 1, 1959. 
The election took place at a meeting of 
the national Board of Directors in Santa 
Barbara, California, on May 21, held in 
conjunction with the Institute’s Western 
Regional Conference at the Santa Barbara 
Biltmore Hotel. 

Mr. Yoder who has been affiliated with 
the Institute since 1941, served as a na- 
tional director, 1955-1958, and as a re- 
gional vice president, 1956-1958. His 
committee work includes vice chairman of 
the national Executive Committee, 1956- 
1957, and chairman of the national Plan- 
ning Committee, 1953-1955. He also has 
served as a trustee of Controllership Foun- 


{ 





MCCALL HUGHES, vice president and 
J. controller of Mutual of New York, 
New York, was elected chairman of the na- 
tional Board of Directors of the Institute 
for 1959-1960 at the meeting of the na- 
tional Board in Santa Barbara on May 21. 

Mr. Hughes who has been a member of 
the Institute since 1945 served as national 
president, 1958-1959; as a national di- 
rector, 1951-1954; as chairman of the 
national Admissions Committee, 1950- 
1951; and as chairman of the national 


dation, 1958-1959, and as president of 
the Detroit Control, 1950-1951. 

In connection with the 1952 Annual Na- 
tional Conference of the Institute, which 
was sponsored by the Detroit Control, 
Mr. Yoder served as chairman of the 
Program Committee. 

A native of Illinois, he attended public 
schools in Decatur, Illinois, and gradu- 
ated from Millikin University in the class 
of 1928, receiving a B.S. degree in Com- 
merce and Finance. 

Following a period as specialty sales- 
man for the Northern Paper Mills, Green 
Bay, Wisconsin, he did graduate work in 
business administration at the University 
of Illinois. 

In 1932 he joined Ernst & Ernst, De- 
troit, as a staff accountant and became a 
certified public accountant (Michigan) in 








1934. Resigning from Ernst & Ernst in 
1940 he became financial and accounting 
officer of Detroit Steel Corporation, a 
basic steel producer with executive offices 
in Detroit. Here he successively served as 
comptroller, secretary-treasurer and vice 
president-finance, receiving the latter des- 
ignation in 1956. He has been a director 
of his company since 1944, 

He is a member of the American Iron 
and Steel Institute and the American 
Management Association. 


J. McCall Hughes 


ls New Chairman 


of the Board of Directors 


Planning Committee, 1956-1958. In this 
latter capacity, he rendered great service to 
the Institute by directing the Planning 
Committee’s work on Institute Reorgan- 
ization and Development of a Strong Na- 
tional Program. 

He also served Controllership Founda- 
tion, Research Arm of Controllers Insti- 
tute, in the following offices: Trustee, 
1952-1958; vice president, 1953-1954; 
chairman of the Executive Committee, 
1952-1954; and president, 1954-1956. 

After graduating from Brown Univer- 
sity, Mr. Hughes spent five years with 
Bankers Trust Company, New York, and 
then was with Mercantile Trust Company, 
St. Louis, Mo., for four years before join- 
ing Mutual of New York in 1943 as ad- 
ministrative assistant to the executive vice 
president. He was appointed associate 


controller the following year; in 1945 he 
was appointed controller and in 1952 
became vice president and controller. 

Readers of THE CONTROLLER are fa- 
miliar with the writings of the new board 
chairman through a series of articles which 
includes: “Know Your Office Costs” 
(January 1954) ; “Cost Controls as a Tool 
for Management” (December 1954) ; and 
“Research for Modern Controllership” 
(September 1956). 

Mr. Hughes is active in many of the 
life insurance professional associations 
such as the Life Insurance Association of 
America, the Life Underwriters Associa- 
tion of New York, the Insurance Society 
of New York, and the Life Office Man- 
agement Association, in all of which he 
holds membership. He is also a member 
of the Academy of Political Science. 
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OFFICERS 1959-1960 
ident: Roger A. Yoder, Detroit Steel Corporation, 
i ich. 
Pea "hoard of Directors: J. McCall Hughes, 
Mutual of New York, New York, N. Y. Pia 
Treasurer: Stuart W. McLaughlin, West Virginia Pulp 
and Paper Company, New York, N. Y. ; 
ssistant Treasurer: Victor L. Persbacker, American 
Brake Shoe Company, New York, N. Y. 
Secretary and Managing Director: Paul Haase, Con- 
trollers Institute of America, New York, N. Y. 


DIRECTORS 


(Area Vice Presidents shown in italics) 


4A 


‘ t Large: D. E. Browne, Lockheed Aircraft 
ee, Burbank, Calif. and James L. Peirce, 
A. B. Dick Company, Chicago, Il. 


Region I NORTHEASTERN AREA 


‘ ilton, Canadian Industries, Limited 
aes Montreal, Que., Can. 
8 New England Gas and Electric Asso- 
oo Pr . Cambridge, Mass. 
villi agowan, The Ensign-Bickford Company 
_— sso : Simsbury, Conn. 
. Wilks, Strathmore Paper Company 
—_s West Springfield, Mass. 
Region II ; 
Harold L. Gebike, Electro Refractories & Abrasives 
Corp Buffalo, N. Y. 
. P| on, National Steel Car Corporation Ltd. 
ee Hamilton, Ont., Can. 
sid, Standard Paving & Materials Ltd. 
_ Toronto, Ont., Can. 


Region III EASTERN AREA 


vi syine, American Bosch Arma Corporation 
oe Der Hempstead, N. Y. 
ort L. Dickson, Walter Kidde & Company, Inc. 
_ Belleville, N. J. 
<eith Goodrich, McGraw-Hill Publishing Co., Inc. 

L. Keith Good te a. 
varren M. Maule, Cosmopolitan Shipping Co. Inc. 
seen New York, N. Y. 
Region IV : 
Stus . Henshall, Merck Sharp & Dohme Div., Merck 
Pee ine Philadelphia, Pa. 
Donald P. Jones, Sun Oil Company Philadelphia, Pa. 
R. W. Michie, The Chesapeake & Potomac Telephone 
‘Companies Washington, D. C. 
W. Bernard Thulin, The Chesapeake and Potomac 
Telephone Company of Virginia Richmond, Va. 


Region V NORTH CENTRAL AREA 


tdw . Eaton, Pittsburgh Plate Glass Company 
Edward H. Eato ee ee 
ne P. Heiles, Surface Combustion Corporation _ 
a Toledo, Ohio 
James F. Lillis, Burroughs Corporation Detroit, Mich. 


Region VI 
Claude W. Hupp, Glenmore Distilleries Company 
Louisville, Ky. 
Paul R. Langdon, Battelle Memorial Institute ; 
Columbus, Ohio 
©. K. McCracken, The Procter & Gamble Company 
Cincinnati, Ohio 


Region VII SOUTHERN AREA 


Steve H. Bomar, Trust Company of Georgia 
Atlanta, Georgia 
Division, W. R. 
Grace & Co. Memphis, Tenn. 
Harvey M. Snook, Tennessee Coal & Iron Division, 
United States Steel Corporation Fairfield, Ala. 
Region VIII 
Claiborne H. Johnson, Fleming & Sons, Inc. 
Dallas, Texas 
Leland K. MacFarland, Kingwood Oil Company 
Oklahoma City, Okla. 
John C. Shea, Whitney National Bank of New Orleans 
New Orleans, La. 


Region IX MIDWESTERN AREA 


E. L. Hummel, The Rapids-Standard Company, Ince. 
Grand Rapids, Mich. 
A. J. Mayer, Marshall & Ilsley Bank Milwaukee, Wis. 
Herbert F. Walton, Allstate Insurance Company 


Skokie, Il. 
Region X 
Edwin J. Cunningham, Monsanto Chemical Company 
St. Louis, Mo. 
St. Paul, Minn. 
Robertson, Panhandle Eastern Pipe Line 
Kansas City, Mo. 


Region XI WESTERN AREA 


Thomas Chambers, British Columbia Electric Co., Ltd. 
Vancouver, B. C., Can. 
Harold K. Merrill, Timber Structures, Inc. 
g Portland, Ore. 
W. J. Pennington, The Seattle Times Company 

P Seattle, Wash. 
Region XII 
Murray S. Gelbe r, Hughes Aircraft Company 
Culver City, Calif. 
John E. Griffith, Phoenix Title & Trust Company 

Phoenix, Ariz. 

B. Co. San Francisco, Calif. 


Harold S. King, Grace Chemical 


John V. Page 
Donald A. 
Company 


Stanley B. Murray, M. J 


Rudolph Ostengaard, California Bank 
Los Angeles, Calif. 









AREA 


VICE 





PRESIDENTS 
STUART W. McLAUGHLIN 


Treasurer 


VICTOR L. PERSBACKER 
Assistant treasurer 








EDWARD H. EATON 
Vice president 
North Central Area 


ERIC L. HAMILTON 
Vice president 
Northeastern Area 


DONALD P. JONES 
Vice president 
Eastern Area 





JOHN C. SHEA 
Vice president 


DONALD A. ROBERTSON 
Vice president 


MURRAY S. GELBER 
Vice president 


Southern Area Midwestern Area 


Western Area 


JAMES L. PEIRCE MADE INSTITUTE DIRECTOR AT LARGE 


JAMES L. PEIRCE, vice president and controller of A. B. 
Dick Company, Chicago, Illinois, was made a director at 
large of Controllers Institute at the meeting of the na- 
tional Board of Directors held in Santa Barbara, California, 
on May 21. Mr. Peirce, active in the Institute since 1941, 
served as president of the Chicago Control, 1950-1951; as 
a national director, 1953-1956; as vice president, Region 
Vill, 1954-1955; as national president, 1957-1958; and as 
chairman of the Board, 1958-1959. He served as chairman 
of the national Planning Committee, 1952-1955; of the na- 
tional Executive Committee, 1954-1955; of the Second Joint 
Committee on Long-Range Research Objectives, 1956-1957; 
and as a trustee of Controllership Foundation, 1956-1957. 

A graduate of Northwestern University, he spent three years with the Union 
Trust Company, Chicago, and several years in the comptroller’s department of 
Celotex Company, of the same city, before joining A. B. Dick Company in 1934. 
He was made assistant controller in 1941; controller in 1947; and vice presi- 
dent and controller in 1951. Readers of this publication are familiar with the 
writings of the new director at large through a series of articles on various 
phases of controllership published annually since 1952. Mr. Peirce has also 
served as a member of the Planning Council of the Finance Division of the 
American Management Association and has addressed meetings of the National 
Industrial Conference Board, National Association of Accountants, National 
Society for Business Budgeting and the American Management Association. 








JAMES L. PEIRCE 
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typing and calculating in one economical unit- 











Here’s the compact, cost-cutting answer to 
your office operations, such as billing, that 
require both typing and calculating—IBM's 
632 Electronic Typing Calculator. + The IBM 
632 adds, subtracts, multiplies, carries totals, 
computes taxes, subtracts discounts, inserts 
decimal points, stores information in its mag- 
netic core “memory,” and types out results—all 
automatically. » Yet the IBM 632 is so simple 
to operate that any typist can learn to use itin 
minutes! And for use with more extensive data 
processing equipment, Punched Card Output is 
offered as an optional feature. » For more infor- 
mation, call your local IBM representative today. 


IBM ELECTRIC TYPEWRITER DIVISION 
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This plastic tape is the key to the flexible 
efficiency and simplicity of the IBM 632. In- 
serted in back of the typewriter, the tape 
automatically instructs the machine to per- 
form the desired operation, reducing clerical 
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error by eliminating virtually all manual % 
a= “4 instructions. For a different application, the 
= = tape can be changed in a matter of seconds. 
Bye ry So simple is the 632 to operate that any 
= = typist can learn to use it in just a few minutes. 
i 3 ‘ 
= “ 









hake i 


it- |and any typist can operate it 


er to 
that 
BM's 
IBM 
otals, a = 
serts 
mag- 


~|632 
:: ELECTRONIC 
{TYPING i a 


day. 


Punched Card Output, too! As an op- 
ION tional feature, the IBM 632 can simultane- 
, ously prepare punched cards for use in further 


machine processing . . . such as sales analysis, 
inventory control, accounts receivable, and 
many other accounting and operating reports. 
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The Processes and the Critical Issues 
of the Federal Budget 


John A. Beckett 


“easier y have a deeper insight into 
matters of budgeting than most citi- 
zens in other walks of life; the processes 
of financial planning are a part of their 
every-day business activity. 

Since the federal budgeting process is 
becoming more and more a subject of 
popular discussion and debate, especially 
this year, this article presents to the con- 
trollership profession some of the facts 
which will help its members to join in 
that discussion and debate. It also presents 
some of the critical issues of the 1960 
budget. 

Few people recognize the importance 
of the federal budget. Of those who do, 
many are concerned about its growing 
size. Some are concerned with the man- 
ner in which it is produced. But only 
when it is widely understood can there be 
wholly intelligent consideration of its is- 
sues, and only then will the Government’s 
fiscal planning be continuously improved 
in the years ahead. 

I believe that the controllers of the 
United States are in a unique position to 
promote that intelligent consideration and 
thereby to insure the continuous strength- 
ening of our Federal Government. With 
their knowledge of fiscal realities and fi- 
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nancial-planning techniques they can— 
given some of the facts of federal financial 
life—perform a signal service to our na- 
tion through the promotion of broader 
discussion and understanding of our fed- 
eral budget. It is the aim of this article, 
by supplying them with certain basic facts, 
to generate an increasing interest in the 
federal budgeting process, both within 
the controllership fraternity and, through 
its members, to an ever-broadening circle 
of the American electorate. 

The federal budget is complex; of that 
there can be no doubt. It is also large— 
astronomically large. It involves efforts 
ranging over a vast spectrum of activities 
and involving close to $80 billion of ex- 
penditures in just one fiscal year. 

But, in spite of that complexity and 
that size, the basic structure and operation 
of the federal budget are not difficult to 
comprehend. Controllers acquainted with 
business budgets will find many familiar 
landmarks along the way on a trip through 
the federal budgeting process. 

Here are some points of comparison 
and contrast between the federal budget 
and the budget of a business from a struc- 
tural point of view: 





JOHN A. BECKETT, assistant director of the Bureau of 
the Budget, Washington, D. C., graduated from the Univer- 
sity of Oregon in 1938 and received an M.B.A. degree from 
the Harvard Graduate School of Business Administration 
in 1943. A CPA in Washington, Massachusetts and Illinois, 
he was formerly midwestern regional director of the busi- 
ness consulting activities of Arthur Young & Company, Chi- 
cago, Ill.; served as fiscal officer in the Army Transporta- 
tion Corps in World War Il; and was on the faculty of the 
Alfred P. Sloan School of Industrial Management at MIT. 
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A plea for broader discussion 
and understanding of 
our federal budget 


BUSINESS AND FEDERAL BUDGETS 
COMPARED AND CONTRASTED 

1. The budget of the Federal Govern- 
ment is the financial plan for the opera- 
tion of the Government for a given fiscal 
year (which starts on July 1 of each year 
and bears the number of the calendar year 
in which it ends; thus the budget for the 
next fiscal year is called the 1960 budget), 
A business budget is likewise a financial 
plan for its operation during a business 
year. 

2. The over-all budget or plan repre- 
sents a composite of many integral plans. 
In a business those involve sales _pro- 
grams, manufacturing programs, research 
activities, capital improvements, and any 
number of other undertakings. The fed- 
eral budget is also a composite of a great 
many such programs, each one of which is 
described with care in the Budget Docu- 
ment. 

3. The budget for any one fiscal year is 
not independent of the years which a8 
cede and follow it. In a business budget 
the plans developed and started in earlier 
years cast long shadows across the follow- 
ing years, in each of which the financial 
program is influenced by those earlier 
years. The same is even more true in the 
federal budget, where existing legislation 
carries forward commitments very difh- 
cult to modify within a single year. 

4. A year’s budget is a reflection of 
solicy. In a business situation it is the 
policy distilled by the chief executive 
from a broad consideration of the needs 
and the objectives of the business, and a 
bringing together of as many of the sub- 
plans toward those objectives as possible. 
In this he is usually presumed to be in 
harmony with the objectives and policies 
desired by the directors and stockholders. 
In government budgeting the pattern 1s 
the same, but with one major difference. 
Certainly the harmonious intermeshing of 
the many subplans is a necessity. But the 
chief executive of the Government is not 
always so free to influence the subplans as 
a company president might be. He may 
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propose a budget to reflect his policies but 
his board of directors, the Congress, may 
have an entirely different social, economic, 
or program objective or different concept 
of the role of the Federal Government. 
This contrast can become especially pro- 
nounced when the executive and the Con- 
gress represent different political parties. 

5. In theory, and sometimes in practice, 
the “stockholders” in the Federal Govern- 
ment—the citizens—have much more to 
say about specifics of programs than the 
stockholders of a corporation. All pro- 
posed government expenditures are sub- 
ject to scrutiny and modification by the 
Congress, and the press assists in bringing 
the American public into the act. To the 
extent that individuals are willing to study 
the facts, the people can participate in 
this aspect of American political and fiscal 
life. The average stockholder in a large 
business pays little attention to its details 
and attempts to exercise little influence so 
long as the dividends continue and the 
earning reports look good. 

6. An annual business budget is flex- 
ible. While it represents the results of in- 
tegrated planning it must, of necessity, 
permit changes to the extent that changes 
are needed to meet the exigencies of the 
times. In business the annual budget pro- 
vides the basis for “management by ex- 
ception”; the business manager uses it 
primarily as an instrument for telling 
himself when the actual results are vary- 
ing from the established fiscal plan. But 
he is quick to change that plan as circum- 
stances require such change. The same is 
much less true in government budgeting, 
which operates within very formal struc- 
tures. Once an x ay sagen is made, it is 
a limitation not to be exceeded without 
equally formal action by the Congress in 
changing it. True, the adopted program 
serves as the base point for financial ad- 
ministration, and can be changed. A de- 
crease can, in some cases, be enforced by 
executive action. But when sound reasons 
—political or other—call for an increase, 
the mechanism for achieving it through 
congressional action is extremely cumber- 
some and slow. 

From a financial point of view there are 
also comparisons and contrasts. 

1. The federal budget includes care- 
fully prepared plans for revenues. As in 
business these plans involve “variables.” 
“Ifs” are balanced against “ifs” in the 
forward planning. Significant changes 
can be and are caused by influences out- 
side the control of the Government, on 
the one hand, or the business, on the 
other. In the case of the Federal Govern- 
ment, the revenues can and do rise and 
fall as the result of innumerable influ- 
ences such as employment levels and wage 
earnings, consumer buying activity, profits 
of private business and so forth. In the 
fiscal year now coming to a close, for ex- 
ample, they are dropping below original 
expectations by about $6 billion. 
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“It's designed for the man who wants a sleek little sports car 
but has to consider his family” 


2. In business, changes in income usu- 
ally precipitate prompt changes in ex- 
penditures. If revenues are significantly 
higher or lower than planned, it is com- 
mon to tailor the expenses to the income 
picture. When sales fail to reach goals, 
expenditures are reduced in an effort to 
preserve a margin of profit. 

This is not the normal pattern in fed- 
eral budgeting. There are, in fact, some 
forces which work in the opposite direc- 
tion. Reduced revenues of the Federal 
Government may reflect reduced levels of 
employment and therefore can lead to in- 
creased levels of expenditure for unem- 
ployment compensation, public assistance 
and other welfare purposes. Thus lower 
revenues can be accompanied by higher 
expenses. When that happens, a budget 
deficit can result—with obvious effects on 
the national debt. 

These, then, are some basic and simple 
facts of federal budgeting. There is noth- 
ing mysterious about them, for controllers 
at least. 

So much for the familiar landmarks. 
Now let’s look a little further into the 
federal budget. There we will find some 
fundamental issues of political, economic 
and governmental life and also some or- 
ganizational problems which, when clearly 
seen, will yield a better understanding of 
the budget of the Federal Government 
and the nature of the Government's fiscal 
planning. 


DIFFICULTIES INHERENT IN 

THE FEDERAL BUDGETING PROCESS 
First of all, if the federal budget is to 

be understood, it must be recognized that 

a large proportion of the amount of cur- 
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rent expense is fixed, and not subject to 
substantial influence by the executive. 

It is a fact—but not a widely known or 
understood one—that the budget propos- 
als for any given year are prepared, as it 
were, in something of a financial strait 
jacket. Decisions of past years, programs 
begun long ago, past wars, existing na- 
tional debt—all these, and other factors, 
cause “‘fixed”’ expenditures in amounts 
and proportions which are astonishingly 
large. And under present world condi- 
tions, expenditures for national defense 
take on a mandatory character that affords 
little flexibility. 

In the 1960 Budget, expenditures 
which are the result of such programs ac- 
count for a very substantial portion of the 
total amount budgeted. Specifically, of the 
total of $77 billion, $8 billion is for in- 
terest on the national debt, $5 billion is 
required to meet veterans’ pension and 
disability benefits, and almost $46 billion 
is for major national security programs— 
the avoidance of future wars. This is 77% 
of the total! Legislated farm price sup- 
ports and farm land conservation pro- 
grams account for another $5 billion, con- 
tinuing public assistance programs will 
cost about $2 billion, and public works 
construction projects in progress (started 
but not finished) another $2 billion, ex- 
cluding highway grants. 

In a very real sense, then, little budget- 
ary latitude remains for President Eisen- 
hower in his preparation of a financial 
program for any given year. He can pro- 
pose changes in the laws under which 
many programs are carried on—as he has 
recently done, for example, in connection 
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WHO IS THE AVERAGE AMERICAN TAXPAYER? 


Mr. Average American at age 29 can look forward to 
paying taxes totaling a minimum of $47,221.18, or 25% of 
his earnings, in the 36 years remaining of his working life. 

During these years, taxes will take approximately $5.05 
for every working day, on the average, or $25.23 a week 


and $1,311.70 a year. 


Standard tax charges for the years until Mr. Average Tax- 
payer reaches retirement age, under today’s tax rates as 
figured by Commerce Clearing House, include: Federal in- 
come—$20,870; Social Security—$7,248; real property— 
$7,710; and personal property—$720. In addition, the 
automobile tax cost will probably total $4,236.86, when 
it includes excise tax on new cars, gasoline tax, license tax, 
etc. Mr. Average Taxpayer will also pay miscellaneous taxes 
such as sales, cigarette, luxury, etc. 

Mr. Average Taxpayer, says CCH in its report, appears 
to be getting farther behind: In 1951, 22% of his future 
earnings were scheduled for absorption by taxes while in 
1959, 25.3% is earmarked for the tax coilectors. 


with the farm price support program. But 
such a change, if enacted, cannot apply 
immediately, because commitments are 
made far ahead (for example, in the case 
of farmers, far in advance of planning). 
And he cannot, as chief executive, change 
going programs or significantly influence 
their cost without recommending and se- 
curing new legislation. 

Next, the total amount of the revenue 
which the Federal Government in any one 
year is likely to receive cannot be substan- 
tially changed by an action of the Presi- 
dent. His power is limited to recommend- 
ing new tax levies or adjustments of old 
ones. The power to enact or change rev- 
enue laws rests with the Congress. 

Changes in revenues may be made by 
the Congress by changing rate of tax, or 
changes may occur through economic vi- 
cissitudes. In either case the difference 
may be very great, and can make the ulti- 
mate shift between the attainment of a 
surplus or the occurence of a deficit. 

Thirdly—and this may come as a sur- 
ptise to some controllers—by no means 
do all the Government's expenditures re- 
sult from appropriations subject to budg- 
etary control. In recent years large compo- 
nents of the expenditure total have resulted 
from spending authorizations enacted be- 
yond the budget and outside the frame- 
work of appropriation bills. This type of 
legislation creates an open claim on gov- 
ernment funds, typically through author- 
izations to an agency to borrow from the 
Treasury the funds needed to finance its 
programs. They comprise a separate and 


considerable dimension in the Govern- 
ment’s problem of fiscal management. 

Despite the difficulties of making sig- 
nificant changes in the spending programs 
of the Government, or influencing the 
amount of its revenues, and in spite of the 
fact that certain substantial programs are 
supported by ‘“‘backdoor” authorizations, 
the President does have machinery within 
the federal budgeting process to assist 
him in exercising some degree of control 
and direction. 

Let us take a moment to see how it 
works. 


THE ROLE 
OF THE BUREAU OF THE BUDGET 

The federal budgeting process, in its 
present form, dates back to 1921 when 
the Budget and Accounting Act was en- 
acted. Prior to that time there was no 
coordinated budget system in the Federal 
Government; agencies merely made up 
lists of their requirements and sent them 
to the Congress through the Treasury De- 
partment. 

Under the Act, a Bureau of the Budget 
was established, with its director report- 
ing directly to the President. Curiously, 
however, the Bureau was 7m the Treasury 
Department, and this anomaly might have 
hampered its effectiveness had it not been 
for the vigorous leadership of its first di- 
rector, General Charles G. Dawes. 

A declaration of General Dawes at the 
time, however, reflects the philosophical 
foundation on which the Bureau was 
erected: 
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We in the Bureau of the Budget are not 
concerned with matters of policy. The Pres. 
ident, advised by the Cabinet, and Congress 
determine the great questions of policy, As 
for us, we are men down in the stokehole 
of the ship of state, and we are concerned 
simply with the economical handling of 
fuel. The President and Congress determine 
which way the ship sails, for that is a mat. 
ter of policy, but we in the hold of the ship 
have something to do with how far she can 
sail through the way in which, in our hum. 
bler place, we apply common sense business 
principles. 

Much as we love the President, if Congress 
in its omnipotence over appropriations and 
in accordance with its authority over policy, 
passed a law that garbage should be put 
on the White House steps, it would be our 
regrettable duty, as a bureau, in an im- 
partial, nonpolitical and nonpartisan way to 
advise the Executive and Congress as to 
how the largest amount of garbage could 
be spread in the most expeditious and eco- 
nomical manner. 


But times change. The Federal Govern- 
ment of 1921 was destined to grow in 
size, scope, and complexity beyond all 
imagination. As the workload on the Pres- 
ident grew and the complications of the 
machinery increased there was need for 
change. Out of this grew the Reorganiza- 
tion Act of 1939 which moved the Bu- 
reau into the President’s Executive Office 
and strengthened its position as the staff 
arm of the President for fiscal manage- 
ment. It has occupied that position ever 
since. 

The Bureau provides the President with 
counsel on a ions range of govern- 
mental activity. The director of the Bu- 
reau of the Budget, working with its many 
experts, reviews legislation proposed by 
all government agencies and advises them 
as to its consistency with the President's 
policies. The Bureau conducts organiza- 
tional studies and initiates proposals for 
organizational changes wherever it feels 
that the Government will benefit thereby. 
And the Bureau maintains a constant ef- 
fort for more efficient and effective pro- 
grams throughout the Government. 

The procedure for preparing the Presi- 
dent’s budget centers in the Bureau. Here 
the professional staff, which is composed 
of a very imposing array of talent, experi- 
ence, and competence, studies—from the 
President’s point of view—the proposals 
for the agency programs which are to be 
contained in the budget for the coming 
fiscal year. 

This study is, in effect, year-round, but 
the calendar of tight daily deadlines be- 
gins in September and ends in January 
when the final President’s budget is de- 
livered to the Congress shortly after it 
opens its new session. 

During that time careful and thorough 
analysis is given to each agency proposal 
toward the end that need may be balanced 
against need and the end product may be 
internally consistent and sound. 

The President’s budgetary job is to 
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make decisions, to do what controllers call 
“selecting from alternative courses of ac- 
tion.” The Bureau of the Budget serves 
him by testing each new proposal, ques- 
tioning its assumptions, judging its prob- 
able effectiveness, matching it on its mer- 
its against alternatives, appraising its tim- 
ing, determining the care with which it 
has been analyzed before being proposed, 
and generally testing it against the candle 
of its admissibility in a program of action 
as proposed by the President. 

The Budget Bureau is not the only 
source of advice to the President, of 
course. There are many others. The Cabi- 
net is the chief advisory body to the Pres- 
ident, and the director of the Bureau of 
the Budget is one of its members. The 
National Security Council, of which the 
President is chairman and in which the 
director of the Bureau of the Budget is a 
participant, sets the basic objectives of our 
national security program. The Council of 
Economic Advisers advises the President 
on matters economic. The Council on For- 
eign Economic Policy counsels the Presi- 
dent on the role of the Federal Govern- 
ment abroad, so far as economic matters 
are concerned. And there are others. 

But the Bureau does exist as the ma- 
chinery for giving exhaustive screening 
to the proposals for programs to be in- 
cluded in federal budgets. 


THE ROLE OF THE PRESIDENT 
IN GOVERNMENT SPENDING 

My reason for explaining this organiza- 
tion and these procedures is to place in as 
clear a perspective as possible, for control- 
lets, the position of the President with 
respect to the fiscal affairs of our nation. 

While he can and does exercise a very 
important influence over the manner in 
which many government programs are car- 
tied out, his power to determine govern- 
mental spending is vastly less, under the 
Constitution, than that of the Congress. 
The ability of a president to encourage 
substantial increases in spending is self- 
evident to those who have observed the 
federal scene in modern decades; when 
there is any need or excuse for opening 
the vaults of the Treasury, it has not, in 
recent times, proved difficult for a presi- 
dent to persuade the Congress to go 
along. It is rarer for a president to go 
against a spending trend and make an is- 
sue of fiscal responsibility. This is hap- 
pening today, with the full prestige of 
the presidential office committed to the 
aim of budgetary restraint. If public opin- 
on rallies to his side, an important result 
will be to restore the significance of the 
budget to its necessary and vital place in 
public management. 


THE ROLE OF THE FEDERAL BUDGET 
IN THE YEARS AHEAD 

These circumstances have heightened 
the interest of thoughtful observers in the 
tole of the budget in federal and national 


affairs. The reasons are not difficult to de- 
tect. 

There is a growing awareness that there 
need to be better controls over our fed- 
eral spending. Here we are, in good times 
with a balanced economy and (with ex- 
ceptions, of course) widespread prosper- 
ity—and we are unable to do more than 
just balance our federal budget, if that. 
The President's proposed budget for 
1960—subject to change, of course, by 
the Congress—presents a precarious bal- 
ance of $77.1 billion income as against 
planned expenditures of $77.0 billion (7f 
among other things Congress agrees to in- 
crease postal rates and certain gasoline 
taxes). 

And it is inevitable that programs al- 
ready under way will increase the spend- 
ing in years ahead for many programs. 

In fiscal year 1959 the federal defi- 
cit will be about $13 billion, and congres- 
sional approval of programs or financial 
authorizations in excess of the President's 
budget recommendations will mean an- 
other, though probably smaller, deficit in 
1960. Even with a balanced budget in 
1960, the Treasury’s cash balance will 
have dropped by $4.3 billion, and the 
federal debt will have grown by $8.7 
billion between June 1958 and June 1960. 
The debt will be at a level of $285 bil- 
lion; that is $6500 for every family of 
four in the United States! Merely to meet 
the interest charges on this debt will re- 
quire $8 billion next year. 

In the recent past we have seen what 
recessions can do, at once, to income 
(down) and expenditures (up). The 
apparent inevitability of this effect adds 
emphasis to the need at least to balance 
revenues against expenditures in a good 
year. Unless that can be done, what hope 
can be held for debt reduction or tax re- 
lief ? 

To controllers the idea of failing to 
try to break even in a given year is shock- 
ing. The idea of failing to break even 


over several years is doubly disturbing. 
But the idea of failing to break even or 
make any payments to reduce bonded in- 
debtedness when the enterprise is on good 
times and the economy is healthy—that is 
unthinkable. 

Yet that is the situation at the present 
time in the Federal Government. 

No wonder so much attention has been 
focused upon the federal budgeting proc- 
ess. 

We may take this to be a healthy thing 
—this attention—to the extent that it is 
translated into action. The question is, 
what action ? 

The Federal Budget Document itself, 
of course, can only serve as a guide or 
stimulant. The action must come, if we 
are ever to return fiscal integrity to our 
Government. And controllers will readily 
recognize from the facts spelled out in 
these paragraphs where that action must 
come from. It must come through con- 
gressional action from a public aroused 
to the need for controlled federal spend- 
ing below the level of income. 

Fiscal integrity is not an outmoded con- 
cept. Those countries in which it has been 
ignored have reaped the whirlwind of in- 
flation. 

Corporate controllers know this! They 
know, too, that the principles of respon- 
sible financial management which have 
helped to raise American corporate indus- 
try to its present-day stature must equally 
be applied in the management of the Fed- 
erai Government's affairs. Anything less 
than this standard will not be good 
enough, because the free enterprise system 
is built upon a concert of responsible be- 
haviour among all sectors of our society, 
including big government. Controllers 
have a particular opportunity to exercise 
informed leadership in the business com- 
munity in stimulating awareness and ac- 
tion toward the achievement of balanced 
budgets, reduced debt, and eventual tax 
relief. 
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AT THE OPENING LUNCHEON national officers and presidents of local Con- 
trols were the honored guests. Albert M. Cole, executive vice president, Reyn- 


Controllers Consider Evaluation 


at the CIA Eastern Regional Conference 


presen emerged as a key word in 
the discussions at the 1959 Eastern 
Regional Conference of Controllers In- 
stitute of America, focussing attention 
On an important function of controller- 
ship. Two papers presented on the 
opening day of the Richmond meeting 
had “evaluation” in their titles—the 
presentation on “Evaluation of Opera- 
tions by Management,” regarding Capi- 
tal Airlines, and another on “Evaluating 
the Performance of Assets,” by a man- 
agement consultant. The theme was im- 
plicit in “New Trends in Financial 
Management,” as analyzed on the sec- 
ond morning. Harmonizing with these 
topics were appraisals of financial con- 
trols over inflation and of the effect 
which the new Federal Housing Pro- 
gram will have on the economy. 


CAPITAL AIRLINES TRIO 


The entire afternoon session on April 
20—held, like the others, in the John 
Marshall Hotel—was devoted to the 
methods by which the management of 


THE CONTROLLER........... eae 


Capital Airlines keeps abreast of current 
developments, through a sequence of 
daily, weekly and monthly briefing pe- 
riods. The presentation was conducted 
by R. G. Lochiel, senior vice president- 
finance and treasurer, aided by S. B. 
Goldthorpe, comptroller, and John Smith, 
assistant comptroller. It was illustrated 
with actual charts employed at recent 
briefing sessions. 

“Our initial objective,’ Mr. Lochiel 
explained, “was to find a means of com- 
municating information to top manage- 
ment adequate in scope and currency to 
permit evaluation of operations at that 
top-policy and operating level; to per- 
mit top-level corrective action to be 
taken currently, and, last but not least, 
to demonstrate to all levels of super- 
vision that top management is in a 
position to see what is going on 
throughout the company. 

“There are several important subob- 
jectives: (1) We emphasize manage- 
ment by exception, focussing manage- 
ment attention on what is wrong or 
substandard; (2) we emphasize that the 


aR. = JUNE 1959 





286 


olds Aluminum Service Corporation, was the featured speaker. The presiding 
officer at this luncheon was F. M. Armbrecht, president of the Richmond Control. 


program is designed to cover those sub- 
standard aspects about which some- 
thing constructive can and must be 
done; and (3) we lay greater emphasis 
on trends than we do on single-period 
results. This serves to eliminate short- 
run distortions and saves management's 
time by not examining matters which 
will correct themselves in a short pe- 
riod.” 

In his part of the presentation, Mr. 
Goldthorpe told how the company te- 
organized all statistical input into one 
central statistical service group to pfo- 
vide the data, which come in by tele- 
type and are automatically punched into 
IBM cards and processed by machine 
accounting. Interpretation is done by 
management analysts in the Control- 
let's Division of the Finance Depatt- 
ment. 

“We concluded that the best method 
of presentation,” Mr. Goldthorpe said, 
“would be a chart program presented 
periodically to headquarters manage- 
ment. The schedule involves a daily 
briefing, every weekday morning from 
8:45 a.m. to 9:00 a.m.; a weekly brief- 
ing every Thursday, lasting 30 to 45 min- 
utes, and a monthly briefing on the last 
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Thursday of each month. This means 
that once each month we have a con- 
tinuous briefing session lasting from 
9:45 a.m. to 11:30 a.m. 

“The charts, which are placed on 
transparent slides and projected by Vue- 
Graph, are intended to tell what hap- 
pened as briefly as possible, and to show 
facts and raise questions which must 
thereafter be answered by the individ- 
wills responsible for the phase of opera- 
tions being shown. The charts are not 
intended to be a continuous parade of 
our good points. Primarily, they are to 
focus attention on the failures. A par- 
ticular point may be shown at one meet- 
ing and not at the next; its absence indi- 
cates that it has been corrected and 
needs no further attention. 

“To the maximum extent feasible, a 
standard of minimum satisfactory per- 
formance is presented on each chart. 
This is done by agreement with man- 
agement, including the department 
heads affected, and enables them to tell 
at a quick glance the variance from 
Minimum standards.” 

Typical charts projected by the Capi- 
tal Airlines executives included an 
equipment status report; summary of 
station operations for the preceding 
day; station delays; quality perform- 
ance; revenue budget comparison; reve- 
hue variance; completion factor (the 
percentage of revenue miles scheduled 
which are actually performed); sales 
teports; profit and loss statement; com- 
parison of revenue and expense per 
plane-mile; load factor by equipment 
type; a series on direct costs of flying 
aircraft, and another on employe pro- 
ductivity. 


CLARENCE |. DRAYTON, JR.: 

Clarence I. Drayton, Jr., senior staff 
associate, Arthur D. Little, Inc., Cam- 
bridge, Mass., described his company’s 
approach to evaluating performance of 
companies and divisions by measuring 
degree of liquidity. “We suggest,” he 
said, “that the balance sheet items of a 
division be assigned different expected 
feturns based upon the degree of their 





TOP LEFT—Members coming out of the elevator 
on their way to an afternoon technical session. 


BELOW—Talking things over at the registration 
desk on the closing day of the Conference are 
(left to right) James McKenna, controller, Hoff- 
mann LaRoche Inc., Nutley, N. J.; F. M. Armbrecht, 
Richmond Control; John C. C. Byrne, chairman of 
the Registration Committee and vice president- 
finance, Robertshaw-Fulton Controls Company, 
Richmond; and Charles C. Drummond, chairman of 
the Program Committee and secretary and control- 
ler, Commonwealth Natural Gas Corp., Richmond. 





liquidity. Further, only the assets side 
of the balance sheet should be consid- 
ered for this purpose, since the disposi- 
tion, not the source, of the assets deter- 
mines convertability into cash. 

“On this assumption, cash should 
yield the lowest return of any asset. The 
corporation should expect a_ return 
based upon the inflation risk and the 
money which could otherwise be earned 
if the funds were not thus committed. 
The other current assets are subject to 
the same risks as cash, in addition to 
risks which increase as liquidity dimin- 
ishes. Accounts receivable involve risk 
of inflation loss, loss of alternative op- 
portunity for a period, and risk of bad 
debt loss. Inventories are subject to the 
cash risk, risk of market loss, and risk 
of technological depreciation and physi- 
cal deterioration. In some businesses in 
which a minimum inventory must be 
kept to ‘fill the pipeline’ a portion of 
inventory takes on the character of a 
fixed asset. Therefore, each current item 
should be assigned a return on invest- 
ment which increases as liquidity di- 
minishes; the problem, again, is to as- 
sign the constants. Fixed assets should 
be expected to yield higher returns on 
investment than current assets, in pro- 
portion to life expectancy.” 

The investment in depreciable assets 
should be the undepreciated original 
cost, Mr. Drayton explained, so that 
return is the actual income without 
funds reserved for depreciation, and 
with all income figures taken before 
taxes, to avoid distortion. 

“If expected return percentages that 
properly reflect relative liquidity can be 
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TOP RIGHT—C. C. “Mike” Lay, vice president, Re- 
gion V, and treasurer, the Wheland Company, 
Chattanooga, and Roger A. Yoder, vice president, 
Detroit Steel Corporation, Detroit, listen appre- 
ciatively to a comment made at the meeting of 
the CIA local Control officers and directors. 





















BOTTOM RIGHT—Robert W. Michie, vice president, 
the Chesapeake & Potomac Telephone Companies, 
Washington, D. C., served as presiding officer 
at a technical session on “Evaluation of Opera- 
tions by Management.” Seated in the background 
is R. G. Lochiel, senior vice president-finance 
and treasurer, Capital Airlines, Washington, 
D. C., who led the team of financial experts from 
Capital Airlines who spoke at that session. 











































determined,” he added, “we believe that 
a formula can be derived which will 
make possible the accurate assessment 
of interdivision or intercompany per- 
formance. Modern technology makes 
flexibility the determinant of risk, and 
liquidity the determinant of flexibility. 
The time has come when return on in- 
vestment must reflect these facts.” 


ROGER R. CRANE: 


The ‘New Trends in Financial Man- 
agement” outlined by Roger R. Crane, 
the director of Management Sciences, 
Touche, Niven, Bailey & Smart, De- 
troit, include the increasing utilization 
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LOCAL CONTROL OFFICERS AND DIRECTORS at a 
meeting held during the Conference chairmanned 


by William B. Alexander, president of the Ballti- 
more Control and vice president, Fidelity-Balti- 





HONOR GUESTS at the banquet included the na- 
tional officers and directors. J. McCall Hughes, 
president of Controllers Institute and vice pres- 


of mathematics in financial management 
and the rapid development of electronic 
data processing. He told how mathe- 
matical analysis, in the form of statisti- 
cal sampling, has been applied to the 
evaluation of inventories and aging of 
accounts receivable. 

“Mathematical methods have been 
applied in the extension of direct cost 
concepts to the development of multi- 
ple-factor breakeven analysis,” Mr. 
Crane declared. ‘““Through the use of 
statistics and mathematical methods, 
better forecasting procedures have been 
developed to form a basis for better 
budgeting. Mathematical game theory 
has been applied to competitive situa- 
tions to determine the size of the ad- 
vertising budget. Mathematical for- 
mulas have been developed to evaluate 
capital equipment policies and prevent- 
ive maintenance. 

“The mathematical basis of account- 
ing systems is being explored, and this 
could form the first step in placing 
active accounting systems on electronic 
computers. The speed, accuracy and 
computational capacity of electronic 
computers make possible the provision 
of accurate, current reports to manage- 
ment, and, in some instances, the use of 
mathematical decision rules to relieve 





Bank. The vice chairman was 


more National 
Raymond F. Bradshaw, president, Philadelphia 
Control and financial vice president and _ sec- 
retary, South Chester Tube Company, Chester, Pa. 


New York, 
presided. Reverend P. Rowland Wagner, Central 
Baptist Church, Norfolk, Va., was the speaker. 


ident and controller, Mutual of 


management of time-consuming repet- 
itive, routine decision-making. The elec- 
tronic computer presents a tremendously 
versatile and flexible tool for manage- 
ment.” 


ALBERT M. COLE: 


Evaluation of the Federal Housing 
Program was provided by Albert M. 
Cole, former Federal Housing Adminis- 
trator and now executive vice president, 
Reynolds Aluminum Service Corpora- 
tion, subsidiary of Reynolds Metals 
Company, Richmond. ‘“The Federal Ur- 
ban Renewal Program is an economic 
time bomb,” he said. “When it ex- 
plodes, the impact on the national econ- 
omy will be of tremendous significance. 
The energy released could be harnessed 
for more jobs, more production and 
perhaps used to aid in maintaining a 
sound economy. But if it explodes 
willy-nilly, free of economic engineer- 
ing, the program could produce malad- 
justments in production, distribution 
and consumption of the nation’s goods. 

“The program will generate new 
markets for business. It is estimated that 
each federal dollar spent in urban re- 
newal generates a local expenditure of 
$5.00. For example, $2.5 billion of 
federal money would result in $6.5 bil- 
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lion of housing; $1.25 billion of indus. 
trial construction; $1.5 billion of public 
and semipublic construction; and $375 
million of site improvements. In addj. 
tion to this, as areas are redeveloped 
cities will enjoy increased tax incomes 
from the improved properties.” 


CHARLES W. WILLIAMS: 


The evaluation of “Financial Stability 
and the Federal Reserve Banks” was 
supplied by an expert from the central 
banking system—Charles W. Williams, 
economic adviser to the Federal Reserve 
Bank of Richmond. “Once more,” he 
warned the controllers, ‘the stage is 
beautifully set for another round of 
price increases. Many major factors on 
the inflationary side of the economic 
picture are again observable. 

“They include: (1) The enormous 
Treasury deficit for the current fiscal 
year, estimated to run $12 billion or 
more; (2) the relatively rapid recovery 
of the economy from the short-lived 
recession of 1957-58 and the accom- 
panying increase in incomes; (3) the 
unparalleled upsurge in the stock mar- 
ket—most inflated sector in the whole 
economy; and (4) the soon-to-be-initi- 
ated moves for another round of wage 
increases in major industries.” 

Admitting that no one knows pre- 
cisely how effective the Fed’s “wea- 
pons” are against inflation, Mr. Wil- 
liams observed, “Once a recession is 
well under way, it usually becomes 
more and more difficult to check, be- 
cause downturns tend to feed on them- 
selves. Timing is of the essence. The 
same is true on the other side of the 
business cycle—the boom periods nearly 
always associated its excesses and de- 
preciating dollars. 

“What is needed is a clearer view of 
coming trends in business activity,” he 
concluded. “Better forecasting implies 
better business statistics and greater 
emphasis on, and understanding of, 
business and consumer psychology.” 


WALTER R. STAUB: 

Speaking on “Current Trends in Ac- 
counting for Depreciation,’ Walter R. 
Staub, partner in Lybrand, Ross Bros. & 
Montgomery, said that he favors the use 
of supplementary information, which 
can be portrayed in various ways. “One 
possible method,” he observed, “which 
might be appropriate for some compa- 
nies would be to (1) determine net 
income on the basis of historical cost 
depreciation; (2) make an appropfia- 
tion of net income for the amount by 
which depreciation based on current 
dollars exceeds depreciation on an his- 
torical cost basis; and (3) credit the 
latter amount to an appropriately des- 
ignated account in the equity section of 
the balance sheet. 
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“This method would accomplish the 
objective of those who now feel that 
basic statements do not furnish the in- 
formation needed by interested readers 
under present conditions,” he said. “HE 
would further meet the desires of those 
who believe that, on balance, conven- 
tional statements presently form the 
more useful basis for reporting cor- 
orate income. Possibly even more im- 
portant, the use of supplementary in- 
formation is feasible of immediate 
implementation. 

“I am surprised,” the speaker de- 
cared, “that more companies have not 
availed themselves of this supplemen- 
tary media of information. I wonder if 
business ever would really consider 
adoption of price-level adjusted depre- 
ciation until it also became acceptable 
for purposes of arriving at taxable in- 
come. Expectation that such adoption 
might lead to lightening of the corpo- 
rate tax burden through allowance as a 
tax deduction of a greater amount of 
depreciation represents a somewhat su- 
perficial view of our tax problem. If we 
assume that our over-all tax burden is 
to remain unchanged, any changes in 
corporate taxes by reason of a more 
favorable depreciation deduction would 
be only a shifting of the total tax bur- 
den, either as among corporations or 
between corporation and other groups 
of taxpayers. Considerations of public 
policy may call for such a shifting; 
however, I do not believe that this 
should be a consideration in deciding 
upon appropriate accounting in a par- 
ticular area.” 


RUSSELL W. SCHNEIDER: 


Russell W. Schneider, executive sec- 
retary, Advisory Council on Federal 
Reports, of which Controllers Institute 
is a member, enumerated several steps 
which every business man should take 
before filling in a federal questionnaire. 
These steps, he said, are advisable: 


1. Determine if the form is approved 
by the Bureau of the Budget; 

2. Consult counsel as to the existence 
of legal requirements ; 

3. Send unauthorized forms to the 
Advisory Council or the Bureau; 

4. Watch out for “sponsored boot- 
leg” forms, issued by nongovernment 
Organizations, such as trade associations 
and research foundations, but which are 
sponsored by a federal agency; 

5. Find out what use, if any, is made 
within your own company of the type 
of information requested; 

6. Develop a “questionnaire con- 
sclousness’’—an ability to detect a fed- 
eral request for information; 

7. Use the easiest way possible to 
file a report, when one is requested ; and 

8. Observe the most recent require- 


ments when dealing with records reten- 
tion requirements. 


Representatives of five local Controls 
were handed gavels by James L. Peirce, 
chairman of the board of Controllers 
Institute, and vice president and con- 
troller, A. B. Dick Company, Chicago, 
to mark significant milestones in the 
history of their Controls. Two of the 
groups were recognized for their tenth 
anniversaries—the Montreal and Ham- 
ilton Controls. Three were saluted for 
attaining their 25th birthdays—the 
Boston, New York and Pittsburgh Con- 
trols. ‘“‘It is fitting to remind ourselves,” 
Mr. Peirce commented, ‘that the local 
Controls are the foundation of our In- 
stitute, the wellspring and reservoir of 
leadership on which we depend for cur- 
rent progress, and the launching pad 
for our flight into the future.” 

J. McCall Hughes, president of the 
Institute and vice president and con- 
troller, Mutual of New York, presided 
at the banquet and at the annual meet- 
ing of members, which preceded the 
opening technical session. Others, in 
addition to Mr. Peirce, who served as 
chairmen of sessions and social func- 
tions, included: Stephen Lipscomb, re- 
tired, Richmond Control; William T. 
Brunot, controller, Reynolds Metals 
Company; F. M. Armbrecht, president 
of the Richmond Control and comptrol- 
ler and assistant treasurer, Southern 
States Cooperative, Inc.; Robert W. 
Michie, vice president, The Chesapeake & 
Potomac Telephone Companies, Washing- 
ton, D. C.; W. D. Thulin, comptroller, 





AT THE CLOSING LUNCHEON James L. Peirce, 
chairman of the Board of Controllers Institute of 
America and vice president and controller, A. B. 
Dick Company, Chicago, Ill., presided. The head 





The Chesapeake & Potomac Telephone 
Company of Virginia, a national director 
of Region III, and Raymond F. Brad- 
shaw, financial vice president and secre- 
tary, South Chester Tube Company, Ches- 
ter, Pa., president of the Philadelphia 
Control. 

The new directors chosen at the an- 
nual meeting of members include Ed- 
win J. Cunningham, controller, Mon- 
santo Chemical Company, St. Louis; 
Harold L. Gebike, secretary-treasurer, 
Electro Refractories & Abrasives Corp., 
Buffalo; John E. Griffith, vice president 
and treasurer, Phoenix Title & Trust 
Company, Phoenix, Ariz.; E. L. Hum- 
mel, treasurer, The Rapids-Standard 
Company, Inc., Grand Rapids; Claude 
W. Hupp, controller, Glenmore Distil- 
leries Company, Louisville; Harold S. 
King, controller, Grace Chemical Divi- 
sion, W. R. Grace & Co., Memphis; Le- 
land K. MacFarland, secretary and 
treasurer, Kingwood Oil Company, Okla- 
homa City; R. W. Michie, vice presi- 
dent, The Chesapeake & Potomac Tele- 
phone Companies, Washington, D. C.; 
Stanley B. Murray, controller, M. J. B. 
Company, San Francisco; Rudolph 
Ostengaard, vice president, The Cali- 
fornia Bank, Los Angeles; W. J. Pen- 
nington, business manager, Seattle 
Times Company; Harvey M. Snook, 
comptroller, Tennessee Coal & Iron Di- 
vision, U. S. Steel Corporation, Fair- 
field, Ala.; Herbert F. Walton, vice 
president, Allstate Insurance Company, 
Skokie, Ill., and Paul A. Wilks, vice 
president and treasurer, Strathmore 
Paper Company, W. Springfield, Mass. 


as = on f 


table guests at this luncheon included members 
of the Conference Executive Committee. The 
speaker was Charles W. Williams, economic adviser, 
Federal Reserve Bank of Richmond, Richmond, Va. 
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WANT HELP? Swamped by all the mate- 
rial on electronics? Can't find informa- 
tion on specific applications of electron- 
ics? Want to know experiences of 
companies converting to electronics? 


If your answer to any of these questions 
is affirmative, the list of reports on 
ELECTRONICS IN BUSINESS may 
help you. Send your request to 


CONTROLLERSHIP FOUNDATION 
Two Park Ave., New York 16, N. Y. 














JOHN WILEY & SONS, Inc. 
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CONSOLIDATE 


your stake in computers. They’re a fact of 
business life today, so whether or not 
you’re now involved, chances are you 
soon will be. THIS IS THE BOOK 
THAT WILL PREPARE YOU FOR 


PROGRAMMING 
BUSINESS 
COMPUTERS 


Published June 1959 


By D. D. McCRACKEN, Consultant; 
and HAROLD WEISS and TSAI-HWA 
LEE, both of General Electric Company. 


Whether you're programming, train- 
ing, or involved with computers in 
day-to-day applications, this book 
should be on your desk. And this is 
why: 


no advanced mathematics needed 
applications cover the whole field— 
accounting, inventory and produc- 
tion control, other commercial areas 
examples given in terms of DATAC, 
a composite, hypothetical computer 
with abilities comparable to major 
computers available today. Applica- 
tions can be translated to actual 
computers with ease 

technology presented in a non-tech- 
nical way, based on the authors’ ex- 
perience 

concluding chapter covers the impli- 
cations of computers in accounting, 
and in business processing in general 
specific examples cited in profusion 
IN SHORT .... Principles, processing, 
programming, and applications, with 
math at a minimum. Look this new 
book over now, without charge, to see 
what it can do for you. 

JUNE 1959 APPROX. 504 PAGES 
ILLUSTRATED PROB. $9.25 


440—4TH AVENUE, NEW YORK 16, N. Y. 
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BUDGETING—PRINCIPLES AND PRACTICE* 
By Herman C. Heiser 


Reviewed by BURNARD H. SORD 
Assistant Professor of Management 
The University of Texas 

Austin, Texas 


The importance of business budgeting 
as a managerial tool of planning and con- 
trol is reflected by the number of excellent 
articles and books that have been written 
in recent years on this subject. This book 
is another well-organized discussion of ef- 
fective budgetary procedures covering in 
step-by-step fashion the important and 
fundamental concepts of comprehensive 
budgeting. 

“Budgeting,” says Mr. Heiser, “is con- 
ceived to be the preparation of a budget 
and its fullest use, not only as a device for 
planning and coordinating but also for 
control.’” The author describes in detail 
the manner in which the various budgets 
are developed and the procedures for 
management's use of budgets in control- 
ling operations. 

The author analyzes the operating 
problems of developing and _ utilizing 
budgets in a logical sequence, and ex- 
plains by example how budgeting is used 
as a control mechanism. The book is gen- 
erously sprinkled with illustrations of all 
phases of budget preparation, budget 
analysis, and budgetary control. Charts, 
drawings, actual budgets, and a complete 
budget for an imaginary company iIlus- 
trate the po pace of the fundamental 
principles of budgeting. 

The following chapter headings indi- 
cate the scope of the volume: Profit Plan- 
ning; Organization for Budgeting; Pre- 
paring the Budget; Analysis and Report- 
ing of Variations from Budget; Flexible 
Budget Allowances for Cost Control; 
Analysis and Reporting of Cost Vari- 
ances; Financial Position; Budget Revi- 
sion; and Alternative Budgeting Prac- 
tices. 

The book is divided into three parts. 
The first five chapters are devoted to 
budgeting as a vehicle of management 
planning and coordination. The next three 
chapters discuss the value and use of 
budgets as aids in managerial control with 
ean emphasis on the analysis of 
udget deviations, the significance of such 


deviations, and possible courses of cor. 
rective action. In addition to chapters on 
budget revision and partial budgeting, the 
last section of the book discusses the tech- 
niques of the planning and controlling 
through budgeting of Sales, Marketing 
and Distribution Costs, Inventories, Di- 
rect Material Cost, Direct Labor Cost, 
Factory Expense, General and Adminis- 
trative Expenses, Research and Develop- 
ment Cost, and Capital Expenditures. 

Especially enlightening are the discus- 
sions relating to the problems confronting 
business executives responsible for plan- 
ning and control decisions. “It is empha- 
sized that planning in its initial stages 
involves a comparison and choice of alter- 
natives. Management’s first responsibility 
is to be alert to the alternatives. Its second 
responsibility is to evaluate them and 
make a proper choice consistent with both 
the long- and short-run objectives of the 
enterprise.’’ The author points out that 
“budgeting, which is formalized plan- 
ning, is based on a continuous appraisal 
and reappraisal of conditions and on de- 
cision-making involving not only ‘yes or 
no’ questions but questions of alternative 
choice for which adequate information 
must be available.” The book does not 
discuss decision-making as a_ separate 
topic. However, it illustrates again and 
again the importance of the decision-mak- 
ing process in effective managerial plan- 
ning and control. One of the real contri- 
butions of the book is the manner in 
which it consistently relates budgeting and 
decision-making. 

Another interesting problem which re- 
ceives consideration in the chapter on 
Profit Planning is return on investment. 
“The author believes that a well-thought- 
out profit objective requires consideration 
of the rate of return on investment... . 
This serves to measure the organization's 
efficiency and particularly to compare divi- 
sional efficiencies.” 

Concerning the control of research and 
development costs the author states, “The 


experimental nature of much of the work 


* Published by The Ronald Press Compan), 


15 E. 26th St., New York 10, N. Y. $10.00. 


THE CONTROLLER * JUNE, 1959 


and | 
ness 
ets tl 
to re 
in a 
utp 
A R 
the | 
sourc 
utiliz 
and 
not 
stres 
searc 
throt 
deve 
TI 
iture 
tance 
decis 
vides 
ital 
The 
dits 
mak: 
sions 
i 
to cl 
revis 
chap 
buds 
revis 
cedu 
and 
The 
ager 
revit 
ever 
A 
idea 
grat 
fecti 
pres 
bud; 
that 
ticec 
not 
enth 
start 
the 
ond 
plet 
pre 
of 1 
kno 
mus 
tion 
A 
viev 
low 
den 
pro] 
the 
con: 
the 
they 
com 
erat 
feas 
exte 
to i 
f 


THE 





X.UM 


of cor. 
fers on 
ng, the 
e tech- 
rolling 
keting 
Ss, Dt 
Cost, 
mMinis- 
velop- 
liscus- 
nting 
plan- 
npha- 
stages 
alter- 
ibility 
econd 
and 
both 
f the 
that 
plan- 
raisal 
1 de- 
eS Of 
ative 
ation 
not 
arate 
and 
nak- 
lan- 
ntri- 
r in 
and 


1 re- 

on 
ent, 
ght- 
tion 


on’s 
jivi- 
and 


The 
ork 


any, 
.00. 


959 








and the danger of lessening the effective- 
ness of highly trained technical research- 
es through requiring too much attention 
io record-keeping puts this type of work 
in a somewhat special category for the 
urpose of financial control.”” The chapter 
on Research and Development illustrates 
the value of budgets in allocating re- 
sources to particular projects, in fully 
utilizing the research staff and facilities, 
and in ensuring that appropriations are 
not overspent. In essence, the book 
stresses that much of the control of re- 
search and development costs is exercised 
through the planning necessary for budget 
development. 

The chapter devoted to Capital Expend- 
itures gives an insight into the impor- 
tance and difficulty of capital expenditure 
decisions. This portion of the book pro- 
vides a short but complete review of cap- 
ital expenditure planning and control. 
The writer advocates post-completion au- 
dits of capital expenditures as aids in 
making sounder capital expenditure deci- 
sions in the future. 

The author realizes that budgets, owing 
to change of circumstances, may require 


~ LOADS 





revision during the budget period. One 
chapter deals with an explanation of 
budget revision and the impact of such | 
revision on financial results. The pro- | 
cedure to follow in making both partial | 
and complete budget revision is outlined. | 
The thesis of this chapter is that “man- | 
agement must be alert to the necessity of 
reviewing the plan and revising it when- 
ever the deviations become significant.” 
Although the book is ‘dedicated to the 
idea that budgeting is a complete, inte- 
grated set of procedures designed for ef- 
fective management,” the final chapter 
presents a good short review of partial 
budget methods. The author points out 
that partial budgeting is generally prac- 
ticed for two reasons, ‘‘First, budgeting is 
not easy, and Many managements appar- 
ently prefer to progress by easy stages, 
starting with those areas which present 
the most urgent, immediate needs. Sec- 
ond, the comprehensive nature of com- 
plete budgeting calls for an equally com- 
prehensive knowledge of the refinements 
of profit planning and control, and this 
knowledge does not come readily but 
must be acquired through long observa- 
tion and study.” 
A clue to one of the writer’s major 
views on budgeting is revealed by the fol- 
lowing quotation. “It should become evi- 
dent to the student of budgeting that a 
ptoperly designed budget is a model of 
the business system of the enterprise and, 
et could be used to simulate 
the effect of managerial decisions before 
they are made. The use of an electronic 
computer with its logical abilities and op- 
crating at electronic speeds may make it 
feasible to employ simulation techniques 
extensively in the company of the future 
to improve its decision-making function.” 
All sections of the book stress the im- 
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ORDER 
PROCESSING 








AN EASY PASSAGE ACROSS 


THE PAPISRIWOIREC SEA 


Our high-speed data processing 
machines (punched card, paper and 
magnetic tape converters, and elec- 
tronic computers), with trained 
crews to man them, swiftly deliver 
the business facts you need. 

Processing problems, single or 
multiple, are analyzed individually, 
methods developed and fixed costs 


quoted. R & S methods of develop- 
ment and costing can be invaluable 
—1. they reveal actual costs you can 
compare with your company oper- 
ated equipment; 2. provide accu- 
rate, impartial information to aid 
in your making decisions on the 
rent, lease or purchase of additional 
installation. 


For complete information and rates call or write Dept. C at 
any of the regional data processing centers listed below. 


RECORDING & STATISTICAL 
CORPORATION 


Executive Offices: 176 Broadway, New York 38, N. Y. 


4 
NATION-WIDE ReS SERVICE 


NEW YORK: 
BOSTON: 
CHICAGO: 

SAN FRANCISCO: 
MONTREAL: 
TORONTO: 


100 SIXTH AVENUE, NEW YORK 13, N. Y. WOrth 6-2700 

566 ATLANTIC AVENUE, BOSTON, MASS. Liberty 2-5365 

223 WEST JACKSON BOULEVARD, CHICAGO 6, ILL. HArrison 7-7357 
560 SACRAMENTO STREET, SAN FRANCISCO 11, CAL. EXbrook 2-4341 
407 McGILL STREET, MONTREAL, CANADA. Plateau 3831 

439 WELLINGTON STREET, WEST, TORONTO, CANADA. EMpire 3-4951 
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WHOLE-DOLLAR ACCOUNTING .... 





Whole- Dollar 


|ccounting 





.... 339 PAGES 


With WHOLE-DOLLAR ACCOUNTING you will know all the 
ins and outs of the whole-dollar concept. You will be able to 
sift, weigh and balance—evaluate the advantages offered in 
this accounting system. 


Here, to give you an idea, are just the headings for Chapter 
5, based on the experiences of Central Soya Company, Fort 
Wayne, Indiana: 


Check Vouchers 
Invoices 


The Company 
The Accounting Operation 


Plans for Adopting Whole-Dollar 
Accounting 


Payroll Distribution 
Interplant Vouchers 
Putting the Plan into Operation Accrued Entries 
Debit and Credit Memos 


Journal Vouchers 


Employee Reaction 


Employee Instruction Eliminated 
Difficulties 


Penny-Elimination Applications 


Inventories 

Fixed Assets and Depreciation 

Accounting for Variances 

Redesigned Cash Journal Used As 
Guide to Whole-Dollar Accounts 


Statements and Reports 
A Review of Results 


And this isn’t all—the working systems of 14 firms are pre- 
sented, complete with specific details and clear-cut proce- 
dures. 


Plus, five informative articles in the appendices, a bibliog- 
raphy, extracts of government regulations pertinent to whole- 
dollar accounting, and an analytical chapter that sums up 
the facts based on internal and external study. 


$7.50 


($6.00 to Members of Controllers Institute) 


Send your order to: 


CONTROLLERSHIP FOUNDATION 
oe. 

TWO PARK AVENUE 

NEW YORK 16, N. Y. 
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portance of a good accounting department 
and highlight the vital role that account- 
ing plays in successful budgeting. Briefly 
summarized, the role of accounting in. 
cludes supplying other departments with 
basic information needed in Preparing 
their budget schedules, integrating the de- 
tailed budgets into a forecast profit-and. 
loss statement and balance sheet, provid- 
ing the system necessary for budgetary 
control, collecting and reporting actual 
performance against standards, and assist. 
ing in analyzing significant variations, In 
addition to covering adequately the role 
of accounting in budgeting, the book de. 
scribes the roles of engineering, statistics, 
cost accounting, sales, and production. 
This book discusses and _ illustrates 
many of the practical difficulties which 
arise in the preparation and use of budg- 
ets. Further, it presents a logical, orderly 
approach which can be used to overcome 
many of the obstacles to good budgeting. 
A full and detailed description of budget 
preparation and budget utilization is pre- 
sented. Like any fairly technical book, this 
one is not light reading. However, it is 
certainly understandable and as readable 
as any treatment of such a subject can be. 
After careful reading of Budgeting— 
Principles and Practice, one is impressed 
with the problems facing business today 


| relating to the development and main- 


tenance of satisfactory, reasonable, and 
measurable standards of performance. 
This book can be read with profit by all 


| businessmen interested in the subject of 
| budgeting. It is a book designed to give 


the reader more than a perfunctory knowl- 
edge of budgeting, and will be a good ad- 
dition to a budgeting library. 


GUIDES TO SUCCESSFUL 
ACCOUNTING PRACTICE* 
Edited by Bernard B. Isaacson 


The American Institute of Certified 
Public Accountants has published a book 
which shows how successful accounting 
practitioners handle some of the more 
difficult aspects of practice management. 
The book is based on material drawn 
from the Practitioners Forum, a regular 
column in the Journal of Accountancy 
since 1954. Edited by Bernard B. Isaacson, 
CPA, of Wilmington, the guide presents 


| the opinions, methods and_ time-saving 
| techniques developed by experienced ac- 


countants to make their practices more 
efficient and profitable. 


* Published by the American Institute of 


Certified Public Accountants, 270 Madison Av- 
enue, New York 16, N. Y. $3.50. 





If you are investigating 


DIRECT COSTING 


first review the 
“MARGINAL INCOME COST SYSTEM” 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N.Y. 
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ial LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Chicago, Illiaeéis (tOP AND CENTER) 


Corporate controllers, university pro- 
fessors and college students participated 
in a round table discussion on “Preparing 
Future Controllers” on the occasion of 
Education Night held at the Mid-Day 
Club on April 15 by the Chicago Control 
of Controllers Institute of America. The 
evening was under the sponsorship of the 
Control’s Committee on Education, chair- 
manned by Leonard S. Zieve, treasurer, 
the Toni Company. Seated at the head 
table (left to right) were members of the 
panel representing the controllers: Robert 
Bowen, The Quaker Oats Company; 
Grant Wier, Commonwealth Edison Com- 
pany; F. O. McDermott, International 
Harvester Company; and Joseph Pois, 
Signode Steel Strapping Company. Seated 
center was Mr. Zieve, who served as mod- 
erator flanked /eft and right by Charles 
F. Axelson, president of the Control and 
controller, United States Gypsum Co. and 
Herbert F. Walton, past president of the 
Control and vice president, Allstate In- 
surance Co. To the right are members of 
the panel representing the educators: Pro- 
fessor Sidney Davidson, University of 
Chicago; Professor Ernest Weinwurm, 
De Paul University; Professor George 
Collins, Northwestern University; and 
Professor Robert Meier, Loyola Univer- 
sity. 

teidda the 100 members and guests 

present at the affair were two outstanding 

accounting students from each of the 

above named schools who attended as 
guests of the Control. 
e 

Closeups of Mr. Axelson, Mr. Zieve 
and Mr. Walton. 


Syracuse, N.Y. (Lower LEFT) 


A well-turned phrase by J. McCall 
Hughes (standing), national president of 
Controllers Institute of America, brought 
smiles to his audience at the Presidents’ 
Night meeting of the Syracuse Control 
held on March 24. 

Those sharing the reaction at the table 
include (left to right) William M. Hall, 
treasurer and assistant secretary, Lipe- 
Rollway Corporation, and second vice 
president of the Control; Edward J. 
Stuewe, controller, Unity Mutual Life In- 
surance Company of New York, and first 
vice president of the Control; Chester W. 
Sims, controller, Haberle Congress Brew- 
ing Co., Inc., president of the Control; 
and Richard A. Swartwout, assistant treas- 
urer, the West End Brewing Company, 
Utica, N. Y. 
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Trends in Public Expenditures in the Next Decade 


sTIMATES of federal, state and local ex- 
E enditures over the next decade, de- 
signed to provide perspective for making 
budgetary decisions are set forth in a paper 
by Dr. Otto Eckstein, assistant professor 
of economics at Harvard University, made 
ublic by the Committee for Economic 
Development (CED). Dr. Eckstein’s pro- 
jections show that, depending upon the 
spending policies that are followed by the 
Government, the federal budget in 1968 
will be from $6 billion to $34 billion 
larger than for the current fiscal year. 

If the Administration and Congress 
adopt a strong economy-minded attitude, 
federal administrative budget expendi- 
tures (now estimated at about $81 billion 
in the current fiscal year) could be held 
to $87 billion in 1968, producing a sur- 
plus of $17 billion at current tax rates. If 
budgetary restraints on civilian programs 
are greatly relaxed and if military expend- 
itures follow the pattern unofficially re- 
ported in various publications to have 
been made by the Gaither Committee, ex- 
penditures could reach $115 billion in 
1968, with a deficit of more than $10 bil- 
lion. 

Assuming, however, the continuance of 
the recent over-all balance of attitudes and 
forces with respect to spending, expendi- 
tures in 1968 would be $97.1 billion, with 
asurplus of $7.5 billion. 

State and local expenditures are esti- 
mated to rise from $40 billion in fiscal 
1960 to $54 billion in fiscal 1968, or by 
35 per cent. This is a higher rate of 
growth than all but the highest projection 
for the Federal Government. At present 
tax rates, the combined deficits of the 
states and local governments would prob- 
ably increase from about $1.5 billion in 
the current fiscal year to almost $3.5 bil- 
lion in fiscal 1964, and remain at about 
that level through 1968. All estimates are 
made on December 1958 prices. 

For many years the Research and Policy 
Committee of CED has urged that the 
federal budget should contain estimates of 
expenditures and revenues for a period of 
at least five years ahead. These, it has 
stated, would greatly facilitate the making 
of budgetary decisions. With urgent re- 
quirements for military purposes, foreign 
economic assistance, and other vital pro- 
grams, the need for having such informa- 
tion is imperative. 

Such questions as whether the present 
budget problem is temporary or likely to 
last a long time, whether we are starving 
essential programs or have committed our- 
selves to a rate of expenditure growth that 
will cause persistent budgetary difficulties, 
and whether taxes should be raised or 
held at present rates, or lowered, cannot 


be answered on the basis of the budget 
figures for one year alone. 

In the absence of official long-term 
budget estimates the Research and Policy 
Committee commissioned Dr. Eckstein 
to prepare a set of budget projections 
through fiscal year 1968 for all levels of 
government. 

Dr. Eckstein’s estimates were con- 
structed from the bottom up. He did not 
apply some observed or projected rela- 
tions of over-all expenditures to national 
income, population or other aggregate. 
Rather, the totals were obtained by sum- 
ming estimates of expenditures made in 
detail for particular agencies and pro- 
grams. 

Dr. Eckstein based his projections on 
the present legislative status of each pro- 
gram and on five major assumptions: 

1. That the degree of world tension 
would remain as it now is; 

2. That high employment would be re- 
stored by the end of fiscal 1960; 

3. That the economy would continue to 
grow at a rate of 3 per cent annually; 

4. That the present division of func- 
tions between federal and state and local 
governments would not be altered sub- 
stantially ; and 





5. That tax rates would remain at pres- 
ent levels. 


Economists Back 
Curbs on Credit 


A big majority of American university 
economists backs the use of ‘‘tight money” 
to curb inflation and thinks that this pol- 
icy actually dampened inflation during the 
1955-57 period. The economists were 
polled on this and other questions by the 
Joint Congressional Economic Committee. 
The Committee received 615 replies, about 
40% of those they made an effort to 
reach. 

Asked about the recent inflationary pe- 
riod, 468 economists thought the adminis- 
tration had used the tight money either 
“enough” or “‘too little’ and only 117 
thought there was ‘too much” use. 

On another question, 459 thought tight 
money had helped dampen inflation in 
that period while 130 thought that it had 
failed in that purpose. 

A big majority of the economists polled 
also believes that the nation could have 
“simultaneously both relatively high em- 
ployment and relatively high stability of 
the general price level.” 60% thought 
this was possible in the short run and 
73% in the long run. 


YODER CONGRATULATED UPON ELECTION 





INSTITUTE OFFICIALS gathered around the new president-elect of CIA. 
Pictured left to right are James L. Peirce, vice president and controller, 
A. B. Dick Company, Chicago, Ill., Institute chairman of the Board, 1958-59; 
J. McCall Hughes, vice president and controller, Mutual of New York, presi- 
dent of the Institute, 1958-59; President-elect Roger A. Yoder, vice presi- 


dent, Detroit Steel Corporation, 


Detroit, 


Mich., who will take office on 


September 1; and D. E. Browne, CIA director at large and vice president 
for finance and controller, Lockheed Aircraft Corporation, Burbank, Calif. 
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APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 


Broader CPA Education Urged 


UTURE certified public accountants will 

need more and broader formal educa- 
tion, if states adopt the standards voted as 
necessary by the Governing Council of the 
American Institute of Certified Public Ac- 
countants. The Council vote was based on 
the recommendations of a special Institute 
committee formed in 1957 to study edu- 
cation and experience requirements for 
becoming a CPA. The special committee 


are the attributes that the public should 
expect of a professional man who is g 
CPA?” 

Since the investments of corporation 
stockholders, bank depositors, life insur- 
ance policy holders, and many others are 
protected, directly or indirectly, by the au. 
dits made by independent CPAs, the com. 
mittee concluded that, ‘The public inter. 
est . . . must receive more consideration 


STANDARD APPRAISAL COMPANY 


6 CHURCH STREET ATLANTA 


NEW YORK, N.Y. CHICAGO 
ST. Louis 


than the interests of CPAs themselves 
when making recommendations for stand- 
ards of education and experience.” 

The recommendations of the five-mem. 
ber special committee grew out of a two- 
nen reniens: eee ee me en eI aT “— year study of the report of a Commission 
on Standards of Education and Experience 
for Certified Public Accountants, which 
was published in 1956. As a part of this 
study, the committee gathered opinions of 
the Commission’s Report from members 
of state licensing boards of accountancy, 
accounting educators, CPAs in practice, 
and corporate controllers. The committee 
also discussed the Report with representa- 
tives of the Securities and Exchange Com- 
mission, the comptroller general of the 
United States, and leading accounting or- 


pointed out that the fundamental question 
in determining minimum requirements 
for entry into the profession is, “What 


BOSTON 
PHILADELPHIA 
PITTSBURGH 
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S ated Help You AUTOM ATE The report recommends that each state 
° Ask for Brochures | %, consider revising its laws to set up the fol- 
on any of these Kid To Keep Your Records lowing qualifications for admission to 
e : c e practice as a certified public accountant: 
STATISTICAL | UP-TO-DATE feugiat 
c Services: Pee 1. College graduation, with about one 
: s : You don’t have to install addi- half of the time devoted to study in the 
: * Sales Analysis a: : i Rae 
i" wantin :. tional equipment or hire extra humanities and social sciences, one fourth 
* Inventories gt personnel to get the savings of to- in accounting, and one fourth in other 
* Accounts Receivable fs" 25 day’s latest data-processing tech- business subjects. 
and Payable ait niques. : 2. Postgraduate professional study, as 
% General Accounting — ft Bis STATISTICAL provides all the re- soon as it is feasible, devoted principally 
& Production Planning pa ports you need on a low-cost, pay- to accountancy and business administra- 
bie? as-used basis. pe 
a ae > : _ If you have your own tab facili- | 3. As education is extended beyond the 
* Association Statistics 3 . — eee’ om help you cut undergraduate degree, a minimum of one 
* Insurance Accounting iM wn ga al wiieor ei ios year’s experience in public practice under 
* Market Research a : the guidance of a CPA, some of which 
Tabulations # . Just contact our nearest office. should be in the area of reliance by bank- 
* Electronic Computer ie ers and other ‘“‘third parties’’ on the finan- 
Service : y] STATISTICAL facilities include 650 computers cial reports of CPA’s clients. 
which open up new avenues of cost control 








to management. E “ee 
These recommendations for additional 


education afford better preparation to can- 
didates for the two-and-a-half-day CPA 
examination, required by law in all states 
and territories for admission to practice as 
a CPA. While requirements for a college 
degree are now in force in only four 
states, a college education is generally a 
practical necessity for employment as a 
CPA everywhere. 

Since the practice of CPAs is basically 
interstate in character, one of the goals 
of these recommendations is to bring 
greater uniformity. to state CPA laws to 
meet the needs of clients and the public 
which rely on their reports. 
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TWO HANDS + MACHINE = A COMPLETE DEPARTMENT 


What are your biggest bookkeeping jobs? Accounts Receivable, ra. 
Payroll, Accounts Payable? 


Then consider this fact. One of your workers using this Monroe 
President Accounting Machine can handle all three and will most 
likely have time left over for other work. Ir these most important 
phases of your business accounting, 

eliminate errors. What’s more, 
printed forms, a sure s | 


you'll save time, Save money, 
you ll enjoy the pre stige ol 


precise, x) 
your business has come Ol! age _ for CALCULATING 


: : ADDING « ACCOUNTING 
Act now, because now any business can afford mechanized accounting 


Tie 


ign tnat 


The new President actually costs hundreds of dollars less 
other machines in its class. Ask your Man 


from Monroe tor an 7 
action demonstration in your office. Models start from $750 | A DIVISION OF LITTON INDUSTRIES 


DATA PROCESSING MACHINES 
tnan 





Legal Records Retention Schedules 
A guide to the Canadian federal and 
provincial requirements for the retention 
of corporate records has just been issued 
by Controllership Foundation, Inc., re- 
search arm of Controllers Institute. The 
new study covers the requirements for 
businesses in general in fields such as tax- 
ation, labor and trade and commerce. In 
addition, it contains the particular records 
retention requirements for a number of 
specialized industries such as aeronautics, 
banking, drugs, insurance, mining, petro- 
leum, trust companies, and certain utili- 
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PERIODICALS 


“Cost Information for Small Companies,” J. L. 
Hilton, The Accountant (English), Septem- 
ber 8, 1956, p. 231. 

“Installation of Management Accounting in a 
Small Business,’ Harry Hodgson, The Ac- 
countant (English), July 28, 1956, p. 76; 
August 4, 1956, p. 111. 

“Cost Control as Applied to the Smaller Busi- 
ness Organization,” L. J. Benninger, The 
Accounting Review, January 1956, p. 95. 

“Accountants in the Field of Small Businesses,” 
A. D. Richmond, The Australian Accountant, 
April 1958, p. 178. 

“Budgeting—Its Usefulness to the Small Busi- 
ness,” A. F. Gosling, The Canadian Chartered 
Accountant, June 1952. 

“Data Processing for the Smaller Firm,” Gor- 
don H. Cowperthwaite, The Canadian Char- 
tered Accountant, October 1958, p. 325. 

“The Small Store: Cash Control,” Cameron K. 
MacGillivray, The Canadian Chartered Ac- 
countant, October 1958, p. 341. 

“Application of Management Accounting Tech- 
niques to Small Business,’ Peter Jardine, 
The Cost Accountant (English), June 1955, 
p. 6. 

“A Case Study of Small Business Controls,” 
N. R. Barfoot, Cost and Management, July- 
August 1951. 

“Management Accounting for Small Enter- 
prises,’ George Moller, Cost and Manage- 
ment, May 1954. 

“Inter-Account Relationships in Small Business 
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ties. All the pertinent statutes are listed 
alphabetically and there is a descriptive 
and easy-to-understand title for those sec- 
tions which carry no heading. 

This report is the second in a three-vol- 
ume series issued by Controllership Foun- 
dation on legal requirements for corporate 
records retention. Corporate Records Re- 
tention, Volume I: A Guide to U. S. Fed- 
eral Requirements was issued in October 
1958, while Volume 3, dealing with legal 
requirements of the various states in the 
USS., is scheduled for later publication. 

Copies of Corporate Records Retention, 
Volume I and Corporate Records Reten- 


CONTROLLERSHIP INFORMATION SERVICE 


In response to an inquiry 
CONTROLLERSHIP FOUNDATION 
compiled this list of selected references on 
the subject of 


SMALL BUSINESS ACCOUNTING 


“Figures for the Small Businessman,” Milton 
J. Drake, Midwestern Banker, October 1955, 
p13. 

“A Case Study of Small Business Controls,” 
Clinton W. Bennett, NAA Bulletin, April 
15, 1948. 

“Efficient Accounting for the Small Company,” 
Iris P. Berst, NAA Bulletin, April 1958, p. 
re 

“Helping Everyone Plan in a Small Business,” 
John A. Eshelman, Jr., NAA Bulletin, June 
1956, p. 1271. 

“Large Opportunities in Accounting for Small 
Business,” C. Oliver Wellington, NAA Bul- 
letin, April 1958, p. 55. 

“Standard Costs for Small Business,’’ Linden C. 
Speers, NAA Bulletin, September 1955, p. 
19. 

“Use of Planning and Control Tools by Small 
Companies,” Roger U. Wellington, NAA 
Bulletin, January 1953. 

“Partial Budgetary Control Applications in 
Small Business,’’ Norman J. Elliott, The New 
York Certified Public Accountant, June 1955, 
p. 337. 

“Simplified Storekeeping for Smaller Organiza- 
tions,’ Stanley H. Mansbridge, Office Man- 
agement, January 1957, p. 36. 


BOOKS 


“Analysis of Financial Statements as a Basis 


of Financial Policy,” H. W. Knoll, Funk & 
Wagnalls, New York, 1948. 


“Financial Control for the Small Manufacturer,” 











Control,” Dixon Fagerberg, Jr., The Journal Francis Simmonds, Jordan & Sons, Ltd., 
of Accountancy, September 1596, p. 81 London, 1951, 104 pp. 
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tion, Volume 2 may be ordered from Con. 
trollership Foundation, Inc., Two Park 
Avenue, New York 16, N. Y., at $10.00 
each ($7.50 to members of Controllers In. 
stitute). 


Aid to Education 


The Equitable Life Assurance Society 
gave $1 million to the National Academy 
of Sciences to build a new wing at the 
Academy’s building in Washington, D. C. 
The four-storied wing will house the ac. 
tivities of the Academy and its research 
council in the fields of biology and medi- 
cine. 


Automation at Work 


An electronic computer, manufactured 
by Thompson Ramo Wooldridge Inc., is 
being used to control completely a phase 
of oil refinery operation for the Texas 
Company. While other computers have 
analyzed data and performed calculations 
leading up to control of oil refining, the 
new device goes on to feed judgments 
back into the plant and actually controls 
its operation. Incoming gases are ana- 


“Handbook of Accounting,” Harry E. Olson, 
University of South Dakota, Business Re- 
search Bureau, Vermillion, South Dakota, 
1955. 


“How to Keep Accounts and Prepare State- 
ments,” E. A. Soldier, Ronald Press, New 
York. 


“How to Run a Small Business,” J. K. Lasser, 
McGraw-Hill Book Company, Inc., New 
York, 1950, 350 pp. 


PAMPHLETS 


“Budgeting Expenses in Small Companies,” 
National Industrial Conference Board, Studies 
in Business Policy, Number 58, 1952, 44 pp. 


“A Handbook of Small Business Finance,” 
Ralph B. Tower, Superintendent of Docu- 
ments, U. §. Government Printing Office, 
Washington 25, D. C., 1956, 71 pp. 

“Management Aids for Small Business. Annual 
No. 3,” Edward L. Anthony, ed., Small 
Business Administration, Washington, D. C., 
1957, 80 pp. 

“Management Services for Small Business,” 
Frederick E. Furns, Proceedings of the Fifth 
Annual Institute of Accounting, University 
of Colorado, Boulder, Colorado, April 22, 
1958, p. 17. 

“Ratio Analysis for Small Business,” Richard 
Sanzo, Small Business Administration, Small 
Business Management Series No. 20, Supet- 
intendent of Documents, U. S. Government 
Printing Office, Washington 25, D. C. 


“Some Suggestions on Simple Accountancy 
Control Techniques for the Small Industrial 
Concern,” Desmond F. Davis, London So- 
ciety of Incorporated Accountants, Incorpo- 
rated Accountants Research Committee, Lon- 
don, England, 1955, 19 pp. 
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lyzed by the computer, which also meas- 
ures pressures, rate of flow and tempera- 
ture; the computer then relates these to 
both input and output and regulates con- 
dition and activity of the catalyst which is 
used to blend the various gases together. 


This Electronic World 

The First National City Bank (New 
York) has completed arrangements with 
IT&T to install an automatic system to 
process bank checks and keep track of de- 
positors’ accounts. The new equipment 
will operate generally on the magnetic ink 
character-recognition principle except for 
one feature. The code numbers, rather 
than being printed on the checks them- 
selves will be noted on a strip of magnetic 
tape which will be affixed to standard- 
sized envelopes made of plastic material. 


A Burroughs 220 computer forms the 
major part of a data-processing system 
which is intended to control the flow of 
ordnance supplies to naval depots and the 
US. fleet. The system will control three 
major areas—technical records, inventory 
control, and shipboard allowance lists— 
as well as side missile inventory, provi- 
sioning, price changes and transaction 
item reporting. 

e 


Monroe Calculating Machine Company 
has now available a machine which simul- 
taneously punches tape for cards as a by- 
product of regular accounting jobs such 
as payroll, accounts payable, stock record, 
or general ledger. A control chassis con- 
tains a simple plugboard arrangement al- 
lowing the machine to be reprogramed in 
the user’s office if changes in punching 
requirements arise. A removable encoder 
board permits choice of a five-, six-, 
seven- or eight-channel tape, or direct 
connection to an IBM 024-card punch. 


Annual Reports 


Scott Paper Company’s 1958 annual re- 
port has a special ‘‘student edition.” This 
issue consists of annotated and cartooned 
pages bound into the regular report, with 
the notes keyed to the text and the figures 
of the report. These explain corporate op- 
erations and accounting terminology, with 
particular emphasis on the consolidated 
financial statement and the shareholders’ 
investment. 


Corporate Dividends 


Companies listed on the New York 
Stock Exchange paid their common share 
owners $2.224 billion in dividends during 
the first quarter of 1959. Those disburse- 
ments represented the largest amount of 
cash common dividends ever paid during 
the first quarter of any year and an in- 
crease of 2.6% over the amount paid on 
common stock by the same companies in 
the corresponding quarter of 1958. 


THE CONTROLLER * JUNE, 1959 


SEC Regulates Variable Annuities 


A decision by the U.S. Supreme Court 
gives the SEC power to regulate the sale 
of variable annuity contracts by insurance 
companies. The decision reverses the rul- 
ings of two lower federal courts which 
previously held that variable annuity con- 
tracts should be regulated solely by state 
insurance authorities. 


Employer May Deny Early Pension 
The Kentucky Court of Appeals af- 
firmed an employer's right to determine 
the disposition of retirement funds under 
a voluntary noncontributory pension plan. 
The Court ruled that where a fund is con- 
tributed entirely by an employer any rules 
which he makes regulating the disposition 
of funds are binding on the employe and 


only in the event of bad faith can the 
decision of a pension fund committee be 
reversed. 


Greater Selectivity in 
Recruiting ‘59 Grads 

This year’s college graduates will have 
a tougher time getting a job in their field 
or related work despite an increase in po- 
sitions available. This is due partly to 
the record number of graduates competing 
for available jobs (10% more than 1958) 
and partly to recession lessons in cost- 
cuttings and efficiency. Interviewing tech- 
niques have been refined, with emphasis 
on the suitability of the man to the job, 
and more candidates are being interviewed 
for each position than a year ago. 








accounting & control openings 


Texas Instruments, internationally known in fields of semiconductors, 
geophysical and other industrial instruments, electronic systems, metals, 
controls, nuclear power and oil explorations, has the following growth 
opportunities in Dallas, Texas. 


financial analyst 


Assist in development of planning and control systems for the corporation. 
Includes long range programming and profit planning. College graduate 
with advanced studies in business and finance. Broad experience including 
multi-division manufacturing operational and financial analyses. 


consolidation & reports 
accountant 


Experience in multi-divisional or multi-plant manufacturing operation. 
Familiarity with government accounting. College graduate with C.P.A. 


foreign operations 
auditor 


College graduate, experienced in foreign operations of large or medium sized 
U.S. corporation. Must be familiar with foreign taxes and exchange controls. 


accounting 
policies & procedures 


To analyze accounting systems, develop or modify policies and practices. 
Will include preparation and maintenance of corporate control manual. 
College graduate with C.P.A. Prefer experience with control procedures 
in a multi-division industrial complex. 


control & finance 
career opportunities 


To work in product divisions and central staff control areas. Unique oppor- 
tunity for development and growth toward executive positions in division 
and corporate finance and control. College graduates with C.P.A. or advanced 
degrees in Business Administration with nominal business experience. 


Send resume to W. T. Hudson, Dept. 4410 


INSTRUMENTS 


INCORPORATED 


6000 LEMMON AVENUE ¢ DALLAS 9, TEXAS 


TEXAS 
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PROMOTIONS .. . 

J. H. Clawson is now senior vice presi- 
dent of Puget Sound Power & Light Com- 
pany, Seattle, Wash. Mr. Clawson is a 
past national director of Controllers In- 
stitute and a past president of the Seattle 
Control. . . . The election of Rollin E. 
Ecke, as financial vice president of Farm- 
ers Insurance Group, Los Angeles, Calif., 
was recently announced. . . . Morris A. 
Damsky has been appointed vice president 
of Barton Distilling Company, Chicago, 
Ill. 





MR. ECKE 


Robert E. Garrett recently became ex- 
ecutive vice president of United States 
Pipe and Foundry Co., Birmingham, Ala. 
. . . James F. Lillis has been named vice 
president and controller of Burroughs Cor- 
poration, Detroit, Mich. Mr. Lillis is a 
past president of the Detroit Control of 
CIA and is currently serving as a national 
director. . . . The appointment of Charles 
W. Rebhun as controller of United Engi- 
neering and Foundry Co., Pittsburgh, Pa., 
was announced recently. 


MR. LILLIS 


MR. DAMSKY 


MR. OLES 


NEW CONNECTIONS .. . 

Herbert F. Klingman has accepted ap- 
pointment at the University of Wisconsin, 
Milwaukee, Wis., as professor of Eco- 
nomics and Commerce, effective Septem- 
ber 1. He has been serving as Research 
Director of Controllership Foundation 


since 1953. . . . E. Pennington Meyer is 
now controller of Harcourt Brace & Co. 
Inc., New York. . . . John F. West has 


assumed the responsibilities of assistant 
finance manager of Marquardt Aircraft 
Co., Van Nuys, Calif. . . . E. Hoover 


MR. APPELSTEIN 


Duff was named controller of Cupples 
Company-Manufacturers, St. Louis, Mo. 

Ragnar W. Anderson has become sec- 
retary-treasurer and controller of Koeh- 
ring-Waterous Ltd., Brantford, Ontario, 
Canada. . . . Bruce A. Balderson is now 
comptroller of Cockshutt Farm Equip- 
ment Limited, Brantford, Ontario, Can- 
ada. . . . Ernest Kanrich has joined Percy 
Wilson Mortgage & Finance Corporation, 
Chicago, IIl., as financial vice president in 
charge of accounting and servicing. 


MR. PINK 


MR. CONKLIN 


MR. ROBINSON 


ADDITIONAL DUTIES... 

Lewyt Corporation, Long Island City 
New York, has named Harry F, Appel. 
stein vice president and treasurer, . , . 
David R. Arnold has assumed the respon- 
sibilities of controller and chief account. 
ing officer of Chicago, Rock Island and 
Pacific Railroad, Chicago, Ill. . . . The 
appointment of H. S. Conklin, Jr. as vice 
president and controller of Burdine’s 
Miami, Fla., was announced recently, 
. . » Owen C. Davis has become vice 
president and treasurer of Vickers Incor. 
porated, Detroit, Mich. 

Claude J. Haines is now treasurer-con- 
troller of American Art Metals Company, 
Atlanta, Ga... . Samuel Kaplan was 
named executive vice president, treasurer 
and assistant general manager of Zenith 
Radio Corporation, Chicago, Ill... . 
Samuel E. MacArthur recently became vice 
president-finance and treasurer of Fed- 
eral-Mogul Bower Bearings, Inc., Detroit, 
Mich. He is a past president of the De- 
troit Control of Controllers Institute. 

The election of Frank Z. Oles as treas- 
urer and controller of Penick & Ford, 
Ltd., New York, occurred recently. . . . 





MR. DAVIS 


Otis Elevator Company, New York, elected 
John S. Pink vice president and controller. 
...G. W. Robinson was appointed 
comptroller and assistant treasurer of 
Sharon Steel Corporation, Sharon, Pa. 


NEW APPOINTMENTS .. . 

The election of J. E. Anderson as treas- 
urer of Puget Sound Power & Light Co., 
Bellevue, Wash., was announced recently. 
. . . Russell C. Galbraith recently became 
assistant general manager of Electronics & 


MR. GALBRAITH 
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Avionics Division of Lockheed Aircraft 
Corporation, Burbank, Calif. ...R. J. 
Jakle was elected treasurer and comptroller 
of Manufacturers Railway Company, St. 
Louis, Mo., succeeding Thomas E. Cor- 
coran who retired after 28 years of service 
with the same company. 


COMPANY CHANGES ... 

Foremost Dairies, Inc., San Francisco, 
Calif., recently announced the following 
changes in responsibilities in the organiza- 
tion: Bruce J. Campbell became vice pres- 
ident-finance; Milton E. Larson became 
comptroller; and Clement F. Trainer be- 
came treasurer of the company. 


NEW DIRECTORS .. . 

The following have been elected to the 
Boards of their companies: William T. 
Brunot, controller of Reynolds Metals 
Company, Richmond, Va. ... Warren 
J. Faust, vice president and treasurer of 
Bridgeport Brass Company, Bridgeport, 
Conn. . . . William T. McClintock, treas- 
urer of Rohm & Haas Company, Phila- 
delphia, Pa... . Edward H. Zier, vice 
president and controller, the Lionel Cor- 
poration, New York. 


EXTRACURRICULAR ACTIVITIES .. . 


Donald H. Murphy, controller, Mentho- 
latum Company, Buffalo, N. Y., has ac- 
cepted appointment as a member of the 
Council on Accountancy, School of Busi- 
ness Administration, Canisius College, of 
the same city. . . . Wilson Seney, senior 
consultant, McKinsey & Company, Inc., 
New York, addressed a recent meeting of 
the National Association of Accountants 
at the Harvard Business School, Cam- 
bridge, Mass., on the subject of ‘“The 
Challenge of Change.” ... Harold A. 
Ketchum, past president, Controllership 
Foundation, Inc., research arm of Con- 
trollers Institute, 1956-58, was one of the 
featured speakers at the Annual Meeting 
of the New Jersey Society of Certified 
Public Accountants in Atlantic City, N. J. 
His topic was ‘Factors To Be Considered 
in Corporate Acquisitions.” 


HONORS TO... 


Norman J. Brown, comptroller of the 
Steel Company of Canada, Ltd., Hamil- 
ton, Ontario, Canada, has been awarded 
the Leffingwell Medal which is the top 
awatd of the National Office Manage- 
ment Association. Mr. Brown is currently 
serving as president of the Hamilton Con- 
ttol of Controllers Institute. . . . Vincent 
T. Lorimer, vice president and treasurer of 
Emery, Bird, Thayer Company, Kansas 
City, Mo., was awarded the Distinguished 
Alumnus Award by the College of Busi- 
tess Administration at the University of 
Denver, Denver, Colo. 

Following recent action of the national 
Board of Directors of Controllers Insti- 
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tute, at which the charter members of the 
Institute were elected to honorary life 
membership, the New York City Control 
awarded certificates at a luncheon meeting 
held on May 7 to two of the charter mem- 
bers who are still active in the New York 
City Control. Standing left to right are: 
A. J. Ammon, vice president, New York 
City Control; Richard G. Jones, past pres- 
ident, New York City Control; R. B. 
Bradshaw, incoming treasurer, 1959-1960, 
of the Control; Warren Maule, past 
president of the Control and national di- 
rector, Region II; Nelson T. Hampson, 
past president, New York City Control 
and past national director; J. McCall 


Hughes, president, Controllers Institute; 
and L. Keith Goodrich, past president, 
New York City Control and vice presi- 
dent, Region II. 

Seated left to right are: Harold R. 
DeJager, incoming 1959-1960 president 
of New York City Control; J. O. Murray 
who accepted the Honorary Life Member- 
ship Certificate for Edwin F. Chinlund, 
charter member of New York City Con- 
trol and past national director; H. Oscar 
Donner, another charter member and past 
national vice president; and Gerald L. 
Phillippe, current president of the New 
York City Control. Mr. Chinlund’s cer- 
tificate number is #19; Mr. Donner’s is #9. 
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OFFICE BUILDINGS 


WILL BE COMPLETED IN 1959-60-61-62 
IN NEW YORK’S MIDTOWN AREA 





WILL YOURS BE ONE OF THE 150 MAJOR COMPANIES TO MOVE TO ONE 
OF THE 37 NEW OFFICE BUILDINGS THAT WILL BE COMPLETED BY 1962? 





WILL THE RENT BE HIGHER? 





WILL EFFICIENCY BE IMPROVED? 





HOW ABOUT EMPLOYEE PERFORMANCE? 





WHAT WILL BE THE EFFECT ON THE CORPORATE IMAGE? 





WILL REAL COSTS BE HIGHER OR LOWER? 








MAY WE SUPPLY YOU WITH THE ANSWERS? 
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Effective Budgeting 
(Continued from page 267) 


budget as finally reflected in the budgeted 
statements of incomes, assets, liabilities, 
cash, etc., the controller indirectly may be 
one of the central figures in the determi- 
nation of plans, objectives, and policies. 
The controller does this, not as an individ- 
ual, but as a full-fledged member of the 
top-management team. It is hard to imag- 
ine serious management planning, of a 
comprehensive scope, without the counsel 
and judgment of an individual on the top- 
management team who is fluent with re- 
spect to the economics of the enterprise. 

Yes, this is controllership in action 
through budgeting and it requires a man- 
agement viewpoint. It implies that the 
controller is capable of participating in 
the planning councils of top management, 
not as a mere figure-man, but as a busi- 
nessMan—a Manager. I repeat, this status 
cannot be achieved by merely tying to his- 
torical accounting and governmental re- 
ports no matter how effectively accom- 
plished. The controller should be a key 
figure in the planning process and should 
assume this responsibility without hesita- 
tion. 


THE CONTROL PROCESS 
Involvement in the planning process 
lays the foundation for involvement in 
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the control process. Control includes those 
activities and procedures essential to as- 
sure conformance with management poli- 
cies, plans, and objectives. Control op- 
erates through people, not things. Control 
does not require pressure, but rather con- 
structive human relations. To be effective 
the control system must be built on a firm 
foundation of sound organization, definite 
assignment of responsibilities, and realis- 
tic policies, objectives, and standards. The 
system should be such that it provides a 
guiding force toward achievement of the 
plans and objectives of the management. 

Historical data, whether accounting- 
based or otherwise, standing alone are in- 
adequate for effective control. Control im- 
plies an evaluation of actual results 
against the plans and objectives previously 
established and corrective action when re- 
quired. Control is a line responsibility and 
it should be clearly understood that ‘‘the 
controller does not control.’ Yet, the con- 
troller should occupy a strategic position 
in the control process. 

Just what should be the role of the con- 
troller in the process of control? 

How should he go about fulfilling this 
role? 

The controller should assume the re- 
sponsibility for designing a comprehensive 
control program particularly as it relates 
to the financial aspects of operations. The 
system should be designed so as to inform 
management, in conformance with the ex- 
ception principle, of any significant devia- 
tions from policies, plans, objectives, and 
standards. The program should encom- 
pass a system of responsibility accounting 
wherein the actual results accumulated 
through the accounting system are re- 
ported first in terms of organizational re- 
sponsibility uncluttered by allocations 
made to satisfy other purposes and devoid 
of noncontrollable items as far as each 
responsibility area is concerned. 

Allocations necessitated for product 
costing and other similar purposes nor- 
mally should not become a part of control 
reports. The organization and structure of 
control reports should be carefully tailored 
to fit the problems of each level of man- 
agement separately and with a clear real- 
ization of the limited amount of time 
most readers can devote to financial re- 
ports. 

The system should maintain a careful 
distinction between 


1. External financial reports to stock- 
holders ; 

2. Reports to governmental agencies ; 

3. Statistical accumulations of historical 
data; 

4, Special reports for management; and 

5. Control reports for internal pur- 
poses. The objectives of each of these re- 
ports are essentially different—so much 
so that even in the smallest firm, a single 
report could never be adequate. The sys- 
tem also should take into account that the 


so-called “principles of accounting” are 
promulgated primarily to meet the ex. 
igencies of reporting to outsiders, cop. 
sequently should not be allowed to limit 
the utilization of accounting-based dat, 
for internal use. 


The control concept of comparison ne. 
cessitates the development of plans, objec- 
tives and standards, consequently a com- 
prehensive control system normally should 
be built upon a foundation of sound budg. 
eting. Thus, we come again to controller. 
ship in action through effective budgeting. 

Beyond these control responsibilities 
the controller should exercise the normal 
staff activity of assisting, advising, and 
consulting with other executives through- 
out the firm and keep other members of 
top Management aware of weakness in 
control through analyses, advice, and ap. 
praisal of results. It is through a compari- 
son of actual results with the budget 
standards for all aspects of operations that 
the controller can participate strategically 
in the control process. On the other hand, 
the informed controller, being a staff ex. 
ecutive, should never allow himself to be 
placed in the position of usurping line 
authority, nor in the position of being te- 
sponsible for approving or censuring an- 
other member of management for exceed- 
ing his budget limitation—this is a line 
responsibility just as is the responsibility 
for approving budget limitations or allow- 
ances initially. The controller's success 
must never be measured in terms of the 
mistakes of others. 

Yes, full participation in the process of 
control is an essential ingredient of con- 
trollership in action. Budgeting may well 
provide the key to successful controller- 
ship in action in any firm, since it makes 
provision for full line participation in 
both planning and control; makes provi- 
sion for realistic plans and objectives; 
makes careful distinctions with respect to 
responsibilities ; and plays no favorites. 


ESTIMATION OF 
FUTURE PERFORMANCE 

There is another aspect of budgetary 
planning and control that is vital to con- 
trollership in action. For want of a better 
term, let’s call it “estimation of future 
performance.” 

Since the budget is an instrument of 
both planning and control, provision is 
made for periodic examination of per- 
formance. The analysis of performance 
should take on two dimensions. First, 
there is the usual comparison and analysis 
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of actual results to date against budget 
objectives. Another type of analysis, quite 
frequently overlooked, at least in an or- 
ganized manner, relates actual results to 
date with an estimation of future per- 
formance for the remainder of the budg- 
eted period. The purpose is to determine 
the probable outcome for the over-all pe- 
tiod under consideration in view of new 
developments criginally unforeseen. This 
analysis constitutes a re-examination of 
the primary economic factors in the light 
of known conditions to date and re-esti- 
mates of the future, in order to recast 
probable results for the original planning 
riod. 

This type of analysis assists manage- 
ment to “roll with the punch.” It is de- 
signed to answer questions during the 
year such as: ‘We have failed to come up 
to expectations to date (or exceeded ex- 
pectations as the case may be), now what 
effect is this going to have on our net in- 
come, cash, inventories, etc., for the re- 
mainder of the year and the year as a 
whole ?” 

The analysis may reveal to management 
that definite action should be taken in 
view of the effect of unforeseen and un- 
expected conditions that have arisen dur- 
ing the period to date. 

It is generally possible to improve re- 
sults for the remainder of a period through 
timely action taken to remedy causes of 
unsatisfactory conditions, or to develop 
new alternatives to offset their effect. The 
sooner such deviations or conditions are 
identified and corrective action taken, the 
less the undesirable effects and the greater 
the potentiality of alternatives to offset 
them. After the year is over, it is too late 
to take corrective action as far as current 
results are concerned. 

The survey previously mentioned re- 
vealed that in companies where the con- 
troller prepares a continuous analysis of 
this type (usually on a monthly basis), 
the management reported it to be one of 
the more significant contributions of the 
controller to top-management planning 
and control. Surprisingly, only a small 
percentage of even the better-managed 
companies reported extensive utilization 
of this technique. Here is another im- 
portant element of controllership in ac- 
tion, and one that is frequently over- 
looked. Obviously this type of analysis 
could be prepared only if a sound budg- 
etary program were in effect. 


LOOKING TO THE FUTURE 


_In summary, we have noted the impres- 
sive growth and importance of the con- 
trollership function in general terms. To 
continue this trend controllership must be 
dynamic, expansive, even aggressive. We 
have noted that controllership in action 
Must tie to management planning and 
control, and that this is best accomplished 
through a sound budgetary program. 
Fundamentally, the controllership func- 
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tion must continue to be identified with 
efficient management. This is possible if 
controllership continues to build upon a 
solid foundation of (a) competence, (b) 
research, (c) attraction to the profession 
of young people with ability, and (d) 
adequate education beth for those enter- 
ing the profession and for those already 
in the profession. 

Next to the attraction of competent 
young people to the profession, an aggres- 
sive program of research is essential to the 
growth and significance of the controller- 
ship function. The activities of Control- 
lers Institute and Controllership Founda- 
tion are to be commended; their research 
efforts deserve your wholehearted support 
so that these activities may increase both 
in scope and in comprehensiveness. 

In view of the increasing demands of 
both industry and public accounting, we 
are not attracting talent in sufficient quan- 
tity. The faculties of most, if not all, of 
the colleges having strong programs in 
business are being questioned by represent- 
atives of industry and public accounting 
as to why there is an insufficient number 
of talented young men on the interview 
rosters for accountants. The professional 
organizations may well consider some con- 
structive action in this respect. One prob- 
lem centers around the counseling of 
young people, particularly at the com- 
munity level. 

As to education, the controllers neces- 
sarily must take a broad view. At present 
accounting education, by and large, is 
aimed primarily at passing the CPA ex- 
amination. The training of young people 
contemplating a career in industrial ac- 
counting should include more stress on 
liberal education, command of the lan- 
guage, management, economics, human 
relations, budgeting and controllership 
than is commonly required for accounting 
majors. Some controllers even argue that 
the subject of controllership should not 
be taught at the collegiate level because 
“you can’t train a college student to be a 
controller—it takes years of experience, 
etc.” This statement is certainly true, but 
the point is that no competent professor 
would be so naive as to hold this as an 
objective of a course in controllership. 

The objectives of a course in controller- 
ship should be to indoctrinate the student 
with the concepts of controllership, plan- 
ning, controlling, and even more signifi- 
cantly with the viewpoints that have been 
discussed. We have noted that formula- 
tion of viewpoints and philosophies starts 
eatly—how can we be assured that the 
typical experience alone will develop the 
proper viewpoints? 

In conclusion, controllership in action 
means higher competence in management. 
Controllership must be built on a solid 
foundation of competence, active research, 
broad education, and direct participation 
in the management processes of planning 
and control. 





ADVERTISING INDEX 


| 


| Avis Rent-a-Car System ........-....00.- 269 
| Burroughs Corporation ..............+5: 261 
| Controllership Foundation, Inc. ....... 290, 292 
Gs Wie cc rucwacucavcancedtpaseanad 296 
Forel, Gasca Si Qe oc kk cccnescansaues 260 
ROG ON, sn coecdesnccecesageeerueds 263 


Haloid Xerox Inc. .......... Inside Back Cover 


International Accountants Society, Inc. .... 257 
International Business Machines Corp. .. 280, 281 
Rlovel-Thomes Co., The: 6.60 5c.cccicicwenses 302 
MeCortich @€een ce isicccanvccwsenden 292, 302 

| Minneapolis-Honeywell Regulator Co., 
DAT AmaHe DINGGR. 6. once cincsvicsdes 293 
Monroe Calculating Machine Co., Inc. ..... 297 


| National Cash Register Co., The ... 





Back Cover 


Pandit Pi ING os oiccsccesesdeeseens 273 
Philco (Government & Industrial Division) .. 264 
Recordak Corporates ...c-cscccccscvess 259 
Recording & Statistical Corporation ....... 291 


Royal McBee Corporation ... Inside Front Cover 


Standard Appraisal Co. ............+46- 296 

Statistical Tabulating Corp. .............. 296 

S Juliam 3: Sie Go oan cs cs ccccas 260, 301 
Texas Instruments Incorporated .......... 299 

Traveletter Corporation ...........++-+- 277 

John Wiley & Sons Inc. ......--..eeeeeee 290 

303 


Does Big Business Breed “Yes” Men? 


EVEN OUT OF TEN major industrial 
S company presidents believe that the 
“organization man” does not exist in their 
companies or, if conceding that he does 
exist to some degree, do not regard him 
as a serious threat to traditional U. S. in- 
dividualism and, more specifically, to ex- 
ecutive initiative. This is the key finding 
of a survey reported in the March issue 
of Dun’s Review and Modern Industry. 
But two in ten of the company heads see 
a very real danger that as corporations 
grow bigger and more complex, manage- 
ment personnel at every level tend to be- 
come submerged as individuals and play 
the role of “yes” men. Such is the verdict 
of “The Presidents’ Panel,” a group of 
more than 150 company presidents— 
three out of four of them heading cor- 
porations among the 500 largest in the 
U. S.—who are participating in a series 
of bimonthly surveys on top-management 
subjects. 

Most of the presidents who concede 
that the conformist exists to some degree 
in their organizations tend to regard him 
without alarm and believe he is largely 
confined to the lower echelons of man- 
agement. Successful individualism, some 
respondents point out, is what attracts 
attention and is promoted and the most 
capable top executive, it is widely held, 
is likely to be “a happy mixture” of indi- 
vidualism and conformity. 


Today’s more complex business world 
may require a different kind of manage- 
ment temperament, say the presidents. 
To make decisions in a world of increas- 
ing government rules, regulations, and 
legal requirements, business needs more 
experts and specialists—men who at times 
may show less individuality and initiative. 
“Undoubtedly, all these things have con- 
tributed toward less scope for individual 
action on the part of lower levels of man- 
agement,” one president concludes typi- 
cally, “but have increased the problems 
of higher echelons, thereby necessitating 
a caliber of management that has initiative 
and the ability to think on a broader 
scale.” 

Management by committee—one grow- 
ing trend that has been considered one of 
the more forthright manifestations of cor- 
porate conformity—is regarded by com- 
pany chiefs as useful in gathering infor- 
mation and recommending alternative 
courses of action, but not for actually 
making decisions. Decisions, say the pres- 
idents, cannot be delegated to a group. 
They must remain the sole responsibility 
of one fully accountable top executive. 

In discussing conformity in manage- 
ment practices, some presidents believe 
that imitation of successful programs in 
other companies has gone too far—espe- 
cially in such areas as collective bargain- 
ing and labor contracts, compensation 
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policies and practices, management deyel. 
opment programs, and advertising and 
public relations, as well as in company 
organization structure (such as decep. 
tralization, for example). But few presi- 
dents see much danger in following others’ 
successful practices, provided they are 
modified, adapted, and tested within the 
company for workability. One comment 
expresses the typical view: “Every alert 
executive keeps informed to the fullest 
degree with regard to what is taking place 
in business generally and in competing 
businesses specifically.” 


Embezzlement Total Estimated 
at $1 Billion 

Losses to American business through 
embezzlement, missing inventory and 
manipulation and falsification of records 
will total about $1 billion in 1958. Of 
this, according to Norman Jaspan, presi- 
dent of Jaspan Association, only about 
one-thirtieth will be recovered from fidel- 
ity insurance companies. The low rate of 
recovery is due partly to the relatively 
small amount of fidelity insurance carried 
by American business and also because of 
self-insurance reserves held by many com- 
panies for employes other than those ac- 
tually handling cash. Another reason is 
that many companies are unaware that 
they have any losses or they do not submit 
claims. 





HELP WANTED 


SITUATIONS WANTED (cont.) 


SITUATIONS WANTED (cont.) 





CONTROLLER 


National manufacturing company offers excel- 
lent opportunity for CPA to assume responsi- 
bility in all phases of corporate accounting. 
Experience in multiplant operations preferred 
with broad knowledge of cost, general account- 
ing, budgetary control, taxes and insurance. 
Please give complete information in your reply. 
Box 2391. 





SITUATIONS WANTED 





EXECUTIVE ACCOUNTANT 


Broad accounting and administrative back 
ground international manufacturer consumer 
products. Listed N. Y. Stock Exchange. Expe- 
rienced in functioning with top-management 
group, includes organization planning, policy, 
expansion, and controls. Diversified experience 
in all phases of cost. and financial accounting, 
systems, budgets, auditing. Management reports, 
government contracts and EDP. Desires chal- 
lenging opportunity. Harvard M.B.A., age 28, 
married, family. Will relocate. Box 2390. 
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CONTROLLER-TREASURER 
Financial-Systems Analyst-CPA 
Corporation administrative executive offers 
top-level diversified background functioning 
over 20 years with management group. Prac- 
tical experience includes organizational plan- 
ning, banking relations, acquisitions, mergers, 
underwriting activities, SEC reports, develop 
expansion and cost reduction programs; ana- 
iyzing and interpreting costs, budgets and 
systems, surveys, all taxes. Multiplant or 
international process industries, service, im- 
port-export organizations, chain stores, se- 
curities, real estate, construction, financing 

activities. Box 2392. 


CONTROLLER OR BUDGET DIRECTOR 


Eleven years budgeting and varied account- 
ing management. Eight years with AAAI mul- 
tiplant (U.S. and Canada) manufacturer. 
Controller-secretary experience includes in- 
stallation of machine accounting procedures 
by product lines, credit, taxes, insurance, 
forms-procedures control, and corporate rec- 
ords. Age 37. Married. Willing to relocate. 
Box 2393. 


ACCOUNTANT 
Profit-conscious financial executive with 17 
years of intensive, varied industrial accounting 
background, 12 years as chief accounting of- 
ficer. Experience ‘includes profit projections, 
cash flow, management reports, analysis; pfo- 
cedures, office management, personnel procute- 
ment and evaluation. College, age 45, married. 
Will relocate. Box 2394. 


CONTROLLER-TREASURER 
Diversified experience at controllership level in 
operating and staff capacity and as management 
consultant. Latest emphasis on financial analysis 
and budgetary planning for large multiplant 
manufacturer. Well grounded costs, general ac 
counting, cost control. Will relocate. Box 2395. 





NOTE: Tue ConTROLLER reserves the right to ac 
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